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OPTIMUM ACCUMULATION RATE DISCUSSED 
Beijing GUANGMING RIBAO in Chinese 28 Jun 80 p 4 


Article by Pei Yuanxiu 5958 0337 4423), Liu Bingying (0491 
3521 3841. and Li Bingshong ze? 4426 ida} ;% nmquiry into 
the Optimum Accumulation Rate” 


Text The successes that China hae achieved in 30 years of 
economic construction are great. However, in the process of 
economic development there have been a number of ups and downs, 
and there have been some serious setbacks. There are complex 
reasons for this. Nonetheless, no matter which instance, it 
seems that it always involved an excessively high accumulation. 
Time after time, an excessively high acc ation rate has 
caused ue suffering. Therefore, to eum up our historical ex- 
periences, analyse the re cf a high accumulation rate, 
and in our practice to control the accumulation rate within a 
reasonable scope are important problems in helping us avoid 
following the save mistaken paths and smoothly implementing 
the four modernizations. 


Special Features of C 6 in Our Accumulation Rate and the 
Dangers of a High Accumulation Rate 


People now generally believe that given the present national 
conditions, an accumulation rate of about 25 percent is d. 
This is a conclusion reached over many years of good and bad 
experiences. In looking back over 30 years of changes in the 
accumulation rate, one can see four obvious features: 1. Great 
disparity in the high and low accumulation rates. There have 
been great fluctuations in the accumulation rate, the highest at 
43.8 percent, which ie rare worldwide; the lowest at 10.4, also 
seldom seen in world history. A severe rise or fall in the 
accumulation rate brings a great rise or decline in the develop- 
ment of the national economy and is expressed in rash advances 
and forced adjustments in economic construction. 














» ANY Years Os Ne accumulation. After tne period of the 


vires .ve Year flan" (let PYP. the acewrulation showed a 
tendency toward continued increases. In the 27 yeare from 1953 
to 1 , there were ) years when the accwnulation rate was 
be) 20 percent; 1° years when it wae between 20 and 25 per- 


cent, and 1% years when it was over 3° percent. In ihe 9 _ 
from 1970 to 1978, the accumulation rate was always over ji 
percent. Jo many years of Align accumulation has severely 
affected raising the people's consumer standards. 


). There le an excessively great proportion of production 
acCumucation in heavy inagustry. Of the total amount of national 
nvestment for the years fron 1952 to 197¢, there was 12 percent 
for avrleulture, S.% percent for light industry and 54.2 percent 
for neavy industry. During this poosse agricu’ wure grew i.) 
times, Light industry grew 5.7 times and heavy industry grew 
25.5 times. There is a severe disproportior, between ag iculture, 
Lient industry and neavy industry. 


+, Non-production accumulation shows a downward tendency. The 
proportion of non-production accumulation i. the total accumu- 
Lation declined from 40.2 percent during the “let FYP” to 16.8 
percent in 1976, vating the disproportionate ratio be- 
tween “bones” and “flesh. ” 


Tnese four cha.acteristice of the changes in the national 
accumulation rate show the grave dangers of high accumulation. 
To maintain high accumulation will create seriour problems in 
the proportional relations of the national economy. High 
accumulation squeezes out consumption, disturbs dialectical 
relat.lonship between production and consumption, destroys the 
overall oalance of the national economy and transgresses 
againet the laws of social reproduction, resulting in more 
haste but less speed. High quotas, high accumulation and long- 
term basic construction have brought low speed, low efficiency 
and low consumption, High accumulation appears to bring faster 
development of production but actually creates slowed production 
which causes a decline in the national income and financial 
revenues and a reduction in the growth rate of labor productivi- 
-~¥s See the following table: 


(1) (2) (3) (4) (5) 
ist FPYP 24.2 10.9 8.9 11.0 8.7 
2nd FYP 370.8 0.6 -3.1 0.2 -5.4 
1963-65 22.7 15.7 14.5 14.7 23.1 
jrda FYP 26.3 9.6 8.4 7.0 2.5 
4th FYP 33.0 7.8 5.6 4.2 1.3 


KEY: (1) Proportion of National Income in Accumulation. 
(2) Average Growth Rate of Agricultural Production. 














(3) Average Growth Rate of National Income. 

'+) Average Growth Rate of Financial Revenues. 

(5) Increases in Labor Production Rate for all Personnel 
in Industrial Enterprises Under Public Ownership 
~ystem,. 


From the changes in the national accumulation rate shown above, 
we can obtain the following data: 1. With an accumulation rate 
generally held between 22 and 25 percent there is normal eco- 
nomic oe re the speed of production growth is relatively 
rapid and this then can provide for the interests of the 

atate, the collective and the individual. Therefore, this is a 
relatively suitable accumulation rate. 2. With an accumula- 
tion rate in excess of 30 percent, there are problems in eco- 
nomic development, the production growth rate declines or stops, 
and there is greater difficulty in providing for the masses’ 
livelihood. Therefore, this accumulation rate is unacceptable. 
3}. With an accumulation rate over 35 percent economic develop- 
ment faces definite setbacks, which creates severe problems in 
the proportional relatiohshipe of the national eco and 
finally results in forced adjustments. This accumulation rate 
is highly aonormal and definitely should be avoided. 


Party policy has consistently been to provide for the interests 
of the state, the collective and the individual. Nonetheless, 
in actual practice, for year after year and from beginning to 
end development cf the production base has done nothing to 
improve the people's livelihood. One major reason for this 

is that high accumulation squeezes out consumption. Comparing 
1978 to 1952, national income utilization increased only 3.8 
times; accumulation increased 7.3 times; and consumption in- 
creased only 2.9 times. So that although labor productivity 
grew by 1.7 times in this period, the average staff and 
worker w increase was only 44 percent, and if price factors 
and non-plan labor use are excluded, real wages increased by 
only 23 percent. During the years of skyrocketi high 
accumulation the people's ——— standards sometimes declined 
for a time or remained unchanged for long periods. Now that 
the “gang of four” has been smashed, there is a huge pileup of 
problems in all aspects of the people's food, clothing, 
housing and transportation that requires immediate solutions. 
Per person consumption of foodgrains was 409 jin in 1956 and 
in 1978 was 390 jin, lower than in 1956. Per person average con- 
sumption of cotton cloth for city and rural inhabitants was 
24.8 chi in 1956 and in 1976 was 22.7 chi, lower than in 1956. 
According to a 1978 study of urban housing in 182 cities, per 
person housing floor space is only 3.6 square meters, less 
than in the 1950s. Therefore, high accumulation not only puts 
the squeeze on that year's individual and public consumption, 
moreover, taking a long view, high accumulation does : ot pro- 
vide a foundation of productio:. developments from which the 














pevpa "i ii’ ole va ‘4 Gah ve improved, rake, for example, 


angee in etaff and worker average wages in the pudlic owner- 
snip eyeatem: The accumulation rate during the “iat FPYP” was 
relatively low eo the etaff and worker average wage had rela- 
ively fast growth, from 496 yuan in 1953 to 637 yuan in 1957, 
im ir ase of 25.4 percent. After high accumulation was car- 
ried © in 1958, average wages beean to decline. By 1963 a 
wage adjustment was carried out, which put the 1964 average 


ware above that of 1957, reaching 661 yuan. After this, 
average wages had a yearly deciine. In 1971 they declined to 
yuan, 9.6 percent Lower than in 1964, In 1972 there was an 
yerare wave increase, Dut there was a decline the very next 
year. in 19746 they again rose, dut then declined for the next 
two years, 1975 and 1976. In 1976 the average wage was only 616 
an, 6.3 percent lower than .n 1964, and 3 percent lower than 
n i959. Since smashing the “gang of four,” the central govern- 
ment has used ali possible measures to improve the ty 
Livelihood, thus raising the 1978 average wage to 644 yuan, 
Slightly higher than the 1957 levei but still lower than in 
io54. In 1979 the staff and worker average wage exceeded the 
nistorical record, reaching 705 yuan. 


Ne did not set out to make nigiaccumulations from the very 
start. During tne “ist FYP” our accumulation rate was muintain- 
ea at arcund a reasonable 22-25 percent, and production and 
livelihood both made significant daily gains. At that time 

we had not been in power very long and had just began to carry 
out economic reconstruction. Although a much experience, 
we were quite modest and prudent, proceeded from reality, and 
acted according to our capabilities. We also had Comrade 
Stalin's help and made use of Soviet Union experience in 
arranging the accumulation rate. Therefore, our national eccn- 
omy had normal development and obvious successes. During the 
process of economic construction we continuously summed up our 
own successful experiences, especially the Party's "Eighth 
congress" of 1956, which correctly announced that henceforth 
the major task would be the powerful development of sucial 
production forces. Comrade Bo Yibo (5631 0001 3134) pointed out 
that the accumulation rate was at about 20 percent of the 
national income, or about one percent higher. Comrade Chen Yun 
7115 0061) announced the theory of the three great balances, 
balance of financial revenues and expenditures, balance of 
goods and materials, and balance of credit, which advocated 
that our scope of economic construction must be suitable for 
our nation's financial and material strength. However, not 
only were these correct views later disregarded and neglected, 
wnat is more, they were criticized as rightist views. When 
ecomomic conditions are relatively favorable, the leftists 

in tne ideological leadership become feverish and lose control 
over the accumulation rate. Repeated high accumulation brought 











about the serious consequence of destroying the overall balance 
of the national economy and made us pay a painful debt. This 
i8 & Aistor’cal lesson which ought to be remembered, 


rrawing Leasons from Conditions in Other Countries 


A look at materiale on changea in the accumulation rate in 
other countries showa that they are relatively stable, with 
most showing tendencies toward increases over a relatively 
lone period of time. Yet within the increases there are 

fleciines and the range of fluctuation is relatively small. 


Ahen Comrade Stalin was in charge of carrying out Soviet Union 
reconstruction, although he placed the greatest importance on 
superior development of heavy industry, nonetheless the 
accumulation rate was generally only about 25 percent and 
changes in the accumulation rate were relatively gentle, without 
any wide fluctuations up or down. Only in a few years and under 
very special conditions did the accumulation rate rise above 
30 percent, for example, in 1942 during the defense of the 
nation when the accumulation rate reached 33 percent. After 
the 50s, the accumulation rate of the Soviet Union shows a 
tendency toward gradual rise. For each year the accumulation mte 
was as follows: 23.9 percent in 1950; 25.7 percent in 1955; 
26.8 percent in 1960; 26.4 percent in 1965; and 29.5 percent in 
1970. For 3 years during the early 70s, the accumulation rate 
was close to 30 percent. However, starting in 1975, the accumu- 
lation rate again began to fall and in recent years has been 
around 26 percent. It was 26.4 percent in 1975; 27 percent in 
1976; 26.4 percent in 1977; and 26.8 percent in 1978. Although 
the accumulation rates in East European nations have shown a 
adual tendency to rise, however theygenerally do not exceed 
O percent. Of these, East Germany has a relatively low 
accumulation rate, 18.1 percent in 1960, and after 1966 it 
stabilized at about 22 ww? Poland's accumulation rate is 
relatively high, with 24.2 percent in 1960; 27.9 percent in 1970; 
and 37.2 percent in 1975. The Hungarian accumulation rate was 
21.2 percent during their "2nd FYP" (1961-65); 23.5 percent 
during the “3rd FYP" (1966-70); and 27.7 percent during the 
"&th FYP" (1971-75). Since 1960, the Hungarian accumulation 
rate has risen, and in 1978 it broke the 30 percent mark, 
reaching 30.7 percent. The Czechoslovakian accumulation rate 
was 17.7 percent in 1960; 27 percent in 1970; and 29.3 percent 
in 1975, From these figures we see that the accumulation rate 
in The Soviet Union and East Europe was stabilized within 30 
percent for long periods of time and for most of these years 
it fluctuated around 25 percent. 


The western capitalist nations do not use the same statistical 
arrangements that we use, nonetheless from the proportion of 
fixed capital investment in the total value of national pro- 
duction we can approximate their accumulation tendencies. 














era..yY, the proport.on or Fixed capi taa investment in the 
al value of national production for the United States, 
aglana and france is within 20 percent. West Germany is 
#lientiy nlgher, with 24 percent in 1960 and 26 percent in 1970. 
Japan 1@ relatively aigh, with 30 percent in 1960 and 35 percent 
L970, Indla ie somewhat lower, with 14 percent in 1960 and 
percent in 1970, 


course, conditions in other countries differ in a number of 


waye ‘rom ours, 6O there can be no simple, direct analogy. 
‘owever, @ point worchy of note is that accumulation rates in 
other countries generally do not exceed 30 percent. Never has 
any country sustained an accumulation rate over 30 percent for 


such @ long time. Thie is a lesson worth learning. 


Caiculating the Optimum Accumulation Rate 


An accumulation rate once fixzed is not unchangeable; it c eS 
according to changes in objective conditions. Although this is 
the case, people are still capable of snares objective con- 
ditions to find the optimum accumulation rate for different 
time periods. Increases and decreases in the accumulation cate 
are determined by a variety of factors. The following is an 
analysis of the relationship between the accumulation rate and 
three major factors: 


il. The national income growth rate. This provides an overall 
reflection of the growth rate in labor productivity and the 
entire national economy. 1f other factors remain unchanged, 

and there is rapid growth in national income, then accumulation 
can be correspondingly increased; if ihe national income growth 
_§ slow, then accumulation can be increased only slightly. If 
the growth rate of national income declines then accumulation 
should be reduced. 


2. The population growth rate. If other factors remain unchang- 
ea, and if there is a rapid population growth rate, then con- 
sumption needs will increase greatly, so the accumulation should 
correspondingly be reduced and the accumulation growth rate 
shoulda be lowered. If the population growth rate is slow, and 
the consumption needs are reduced, then accumulation will 
correspondingly increase and the accumulation growth rate can 

be quickened, 





3. The range of improvements in the level of consumption. If 
other factors remain unchanged and the level of consumption is 
rap.cdly improved, then there can be slight increases in accumu- 
lation, if the level of consumption improves slowly, then there 
can be greater increases in accumulation. If the level of con- 

——- declines, then accumulation can make relatively great 
nereases. 

















increases or decreases in the accumulation rate must be made in 
accordance with these determining factors. If objective condi- 
tions are not observed and increases and decreases are made 
blindly, great mistakes will result. For example, in 1959, 
tnere was a wild, subjective increase in the accumulation rate, 
causing a huge decrease in consumption totals from the last 
year's figures and a great decline in average per person 
consumption, which resulted in extraordinay shortages in 

the poople's livelihood. This is a profound lesson. Our present 
accumulation rate is too high and the scope of economic con- 
struction has exceeded our financial and material strength, so 
we must firmly and thoroughly carry out the policy adjust- 
ments indicated by the central government and take resolute 
measures to cut back on accumulation and reduce basic construc- 
tion to achieve a good readjustment in the proportional rela- 
tionship between accumulation and consumption. 


Ne now must undergo several years of effort to gradually bring 
the accumulation rate down to about 25 percent. After that, the 
accumulation rate can rise or fall in accordance with objective 
conditions. We must arrange the accumulation rate under the 
premise of providing for the state, the collective and the 
individual. If the accumulation rate rises and can guarantee 

the year-by-year improvement of the people's livelihood by 
developing the production basis, then this sort of raised 
accumulation rate is practicable. If the accumulation rate rises 
and results in osagnpsee or wy average per person con- 
sumption totals and in bringing a t or in lowering the 
people's level of consumption, then accumulation will crowd out 
consumption. Should such conditions occur, measures would have 
to be taken to bring the growth of the accumulation rate down 

to a reasonable level. We can use the real conditions to carry 
out specific studies and determinations to control the 
accumulation rate within a reasonable scope. From 1950 to 1978, 
national income had an average yearly growth of 7.3 percent 
while the population had average yearly increases of about 1.9 
percent. Supposing the national income were to increase 7 per- 
cent a year and the po»vulation were to increase 1 percent a year, 
and with consumption levels at different yearly degrees of in- 
crease, let us then analyse the range of changes for an accumu- 
lation rate above and below 25 percent. Three hypothetical 
Situations are given below: 


1. In the first situation, if the level of consumption increases 
by 3 percent each year, then in about 25 years the level of 
consumption will have increased one-fold, so the extent of the 
yearly increase in the accumulation rate will be over 2 percent. 
The changes to the accumulation rate are: 25 percent in the ist 
year; 27.08 percent in the 2nd year; and 29.1 percent in the 

jrd year. See the following table. 

















1) (2) (3) 4) (§) (6) 


let Year 100 74 i 7) 25 25 
nd Yea 107 75.75 1.03 76.02 28.98 27,08 


fear 114.49 76,51 !.0609 81.17 33.32 29.10 
Key: (1) National Income in Yuan 
Population 


Per Person Average Consump*ion in Yuan 
+) Total Consumption in Yuan 
.§) otal Accumulation in Yuan 
(6) Accumulation Rate Percentage 


; ne second situation, if the level of consumption has a 
year.y inerease of § percent, then in about 15 years the level 
neumption will increase one-fold. Then, the total amount 
of accumulation can increase yearly, but the accumulation rate 
will have a tendency to increase slowly, with a range of in- 
crease within 1 percent. The omnme in the accumulation rate 
are: 25 percent the ist year; 25.66 percent the 2nd year; and 
5.33 percent the trad year. See the following table: 

(1) (2) (3) (4) (5) (6) 


lst Year 100 75 1 75 25 25 

2nd Year 107 75.75 1.05 79.54 27.46 25.66 

trd Year 114.49 76.51 1.1025 84.35 30.35 26.33 
Key: Same as above, 


In the third situation, if the level of consumption in- 
‘reases 6 percent, then the level oi consumption will increase 
one-fold in about 13 years. Generally speaking, this cccurs 
inder conditions of a 7? percent yearly increase in the national 
income, and is rather difficult to attain. Yet if this is done, 
the amount of accumulation will still be able to have small 
yearly increases, but the accumulation rate will show a down- 
ward tendency, with the range of decline within 0.1 percent. 
The changes in the accumulation rate will be: 25 percent in the 
iet year; 24.95 percent in the 2nd year; and 24.91 percent in 
the 3rd year. See the following table: 


(1) (2) (3) (4) (5) (6) 
ist Year 100 75 1 75 25 25 
2nd Year 107 75.75 1.06 80.30 26.70 24.95 
jrd Year 114.49 76.51 1.1236 85.97 28.52 246.91 
Key: Same as above. 


























‘nese Crude determinations based on partial factors show a 
“eneral tendency: shen there are no abrupt increases in the 
sational ineome and the population has not greatly declined, 
the accumulation rate cannot be increased by any at amount. 
According to our present conditions there are at least three 
advantages to ar ing our accumulation rate at around 26 
percent: Tne firet ia that we can avoid any excess've rises and 
declines; the second is that it conveniences continual, steady 
progr°ee; and the third ie that it is beneficial in impro.ing 
economic resulte and reducing waste. From now on, following 
complete implementation of the central govennment's polic 
ad_ustmente, we must gradually decrease our now excessively 
nigh accumulation rate, first “decreasing capital con- 
struction,” controlling it within a certain scope, without 
any major expansions in the next few years. Then, following 
increases in national income, the accumulation rate will 
gradually decline and reach an acceptable level. Thies will 
maintain a reasonable ratio in the national economy, provide 
normal development, and also on the basis of production deve- 
lopments, can provide for good consumption and make yearly 
improvements in the people's living standard. 


11522 
5350; #006 
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LLECTIVE ENTERPRISES, SERVICE TRADES URGED 
ianjin TIANJIN RIBAO in Chinese 3 Jul 60 p 1 


JUne.ened article: “Make the Most of the Strong Points of 
Sollective Enterprises, Service Trades” | 


text. A 6trong effort to develop collective enterprises, the 
service trades and food and drink trades is af great significance 
in developing a socialist economy and accelerating construction 
of the four modernizations. If, at the present stage, we too 
nastily diseard the collective enterprises and service trades 
thie will transgress against the laws of economic development. 
Ne have already suffered in thie respect, as we have alrea 
experienced sumultaneous cessationand shifts in the collective 
enterprises and service trades, especially duri the 10 years 
of great disaster when they were brought to a t as the 

"ta.l end of capitaliem.” Thies dried up a channel of commodity 
f.ow, caused great reductions in the collective enterprises and 
service trades, inconvenienced the masses in —_ ’ atly 
recuced the avenues to finding employment in society, reduced 
the nation’s tax revenues, and was greatly harmful to our 
lively marketplace and developing economy. Although these 
“bitter results” were “bitter,” nonetheless they gave us a 
profound lesson, sharpened our perceptions and —— made 
us realize that at the present s our commodity economy is 
etiil undeveloped, labor productivity is not high, and the eco- 
nomie structure also needs adjustments and reforms. Therefore, 
not only do we need collective enterprises and the service 
trades, they must be greatly expanded to respond to the people's 
livelihood needs and to benefit development of the national 
economy. 


Yet, our understanding of development of collective enterprises 
and service trades is not entirely consistent. Some comrades 
even today still believe that a collective economy has no 
Superior features and mistakenly believe that the present policy 
toward the collective is “slanted” and rightist. They advocate 




















continued reetrictions and even “blocking” development of 
collective enterprises, food, drink and service trades. Such 
beliefs are entirely mistaken. suporrense has proven that a 
collective economy also is a socialist economy and has obvious 
euperiority. For a pot the collective ownership system 
enterprises and service trades firmly grasp independent account- 
ing, sole responsibility for profits and losses, distribution 
according to work, more pay for more work, avoidance of the ills 
of eacing from the “common pot” and put an end to “iron rice 
bowls.” They can unite the interests of the enterprise with 
those of the etaff and workers, thoroughly mobilize the 
enthusiasm of the staff and workers and strongly stimulate 
development of economic affairs. We have some comrades exces- 
sively influenced by the extreme leftiat line who mistakenly 
belleve that the collective ownership system is a backward 
economic form, who do not give full-voiced support of the col- 
lective economy, and, on the contrary, create difficulties, 
push aside, attack, and obstruct development of collective 
enterprises, and all food and drink and service trades. 
Experience has proven that during the building of the four 
modernigations, without large-scale commercial ana service 
trade networks, not only is there a lack of dual fulfill- 
ment of the people's material and cultural livelihood needs, 
moreover the advance of modernized construction is also affect- 
ed. Further, the state run enterprises and servive trades now 
have no great strength and cannot handle everything. Con- 
sequently, there must be development of collective enterprises 
and service trades; we must make the most of their supporting 
function to supplement the inadequacies of state operated 
enterprises. Actually, collective enterprises and service 
trades have already played a positive role in promoting pro- 
duction and enlivening the economy and at the same time have 
provided tax revenues to fund construction. 


The operations of the collective enterprises and food, drink 
and trades services are lively in manner and provide beneficial 
services for the people, and these are part of their advantages. 
Secause the shops are small, have many outlets, are widely 
scattered, and have a wide variety of goods, they serve the 
needs of the consumer. Simultaneously, the collective enter- 
prises, and food, drink and service trades have very lively 
operational and sales manners, keep long hours and provide the 
masses with considerable convenience. Because the collective 
enterprises can handle their own purchasing and marketing they 
can purchase and supply a number of short supply or fresh com- 
nod. vies and suit the people's livelihood needs. Especially be- 
cause the marketplace allows for the existence of differing 
commercial forms, the state run enterprises and service trades 
can opera*e in competition to see which operation has the great- 
est variety of goods, who offers the best service and who pro- 
vides more convenience to the people. This will be very benefic- 
ial in promoting production and serving consumption. 

















(@, Opmhen' 03 coilective enterprises, food, ar.nk and 
ervice tradee will benefit opening wide the doors to finding 
employment and finding places for great numbers of youths 
awa. ting employmen’. Since last year, the Tianjin enterprise 
syetem sae arranged for tne placement of a great many youths 
awaiting employment with the collective enterprises and service 
traces. In addition, neighborhood operated collective enter- 
pr eee and repair service trades nave already placed many youths 
wwalting employment. In a veey brief time, through their efforts 
.r @tuaying Dusiness and service skills, these youths have 
‘eacy become @ brand new production force on the battlefront 
enterprises and service trades. It goes without saying that 
© development of collective enterprises, food and drink 
‘°ades and service trades is no expedient measure simply to 
ace the youths awaiting employment, but rather is to gradually 
“ea .te socialization of thie part of labor and to convenience 
develcoment of the national economy. 


\t present, the masses' difficulties in “making clothes, pro- 
vicine food and in making repairs” still remain unchanged. 
Therefore, we must step up the pace, strive to develop collect- 
ive enterprises, food, drink and service trades, and make full 
use of ite superior qualities, and make new contributions 
toward building the four modernizations. 
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VNOMIC PLANNING 


STRENGTHENING MANAGEMENT OF FIXED ASSETS 
Tianjin TIANJIN RIBAO in Chinese 13 May 80 p 3 


Article by Cai Hui (5591 1979]: “Strengthening Management of 
Pixed Assets in State Operated Industrial Enterprises” 


Text ) Pixed assets are an important organisational component 
of the means of production and are a mandatory material condi- 
tion of social reproduction and industrial enterprise produc- 
tion. Making full use of fixed assets is of at significance 
in advancing construction of the four modernizations. There 
are at present a os many problems in the nt of the 
fixed assets of the state operated industrial enterprises and 
these require sincere research for solutions. 


Pixed Asset Investment Management Must be Improved 


Ever since the founding of the state, China has annually in- 
vested great amounts in fixed assets and this has played an 
important role in building our socialist economy. However, 
there are a few probleme in the investment nt of fixed 
assets, the major one being the “five many and five few,” and 
these are: many investment channels, many management departments, 
many items to be arranged, items in construction, and many 
projects with a cash surplus; little balance among the capital, 
equipment, materials and work forces, little balance between 
resources and energy, little balance in the production forces, 
little ase of production delivered, and little result from 
economic endeavors. How are these problems to be solved? We 
believe that the following method can be used: 


(1) Simplify the fixed asset investment channels. The key to 
the “five many” problem is the many investment channels. The 
present investment channels for capital construction investment 
are the state, the local level and the enterprise itself; in 
the area of tapping potential to reform investments, there is 
tapping the potential to reform funds, allocating funds to 
support light industry and new reforms of enterprise funding; 
in bank loans, there are special export loans, short-term 
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‘MCRanee loans, eMall-seale technological measure loans 


wid Ligh. industry @upporst Loans. So wany channels caturally 
Need <feat MARY Manadement departments. They are .. | connect- 
ed or naked up, and they each arrange their own affairs so 
that a considerable amount of arranging wust take phase This 
\ue the imbalance among the funds, materials, equipment and 


yore forces neceesarily creates more construction and more 

eo eete with cash surpluses. This ie especially true of some 
peo leete waleh solleit funde everywhere, make repeated alloca- 
‘lone and create even greater waste. Por example, one enterprise 

city rogulred only several hundred thousand yuan in fund- 

oe for @ project, but made applications ac six different 
opactments and consequently received investments totaling 1.3 

" ilion yuan, thus tying up valuable state funds. To solve this 
problem there must be s*rengthened fixed asset investment 
apatement, simplifiecacion of investment channels, unification 
of sanagement departments, and graded arrangement of projects. 
Se advocate that all enterprise fixed asset investment projects 
“Leet be arrasged by the enterprise iteelf; what the enter- 

eiee i6 unalle to handle is then reported to ement depart- 
sence) what the management departments cannot handle is referred 
to the provincial and municipal planning committees and the con- 
cerned departments for handiing; in thie fashion matters go 
stralent uo to the central management departments and *he state 
planning commission. When arranging the project, each ievel 
must solve the problem of balance among funds, aaterials, 
equipment and work forces. This we can basically overcome 
the “five many” problem and benefit the acceleration of 

buliding the four modernizations. 


.2) Reach an overall balance in fixed asset investments. In 
sacine fixed asset investments many departments merely arrange 
funding and do not consider materials and construction forces; 
“hey consider only the needs and do not consider the existence 
/" lack of materials and energy: some do not even consider 
scuction forces balance or technology links, thus causing 
recuced fulfillment of the production function and reduced 
economic reeulte. Por example, last year our city originally 
arranged earth construction goals and materials, the construc- 
Lon forces were basically balanced, but the earth construction 
"O8.8 authorized by the specific departments did not have the 
proper construction materials or construction forces. This 
created an imbalance between the funds, materials and construc- 
on forces and produced the strange phenomenon of “no limits 
the plan and no guarantee in the plan.” More examples in 
T.anlin are a newly built power plant which had inadequate oil 
‘> curn and had to use coal, and a small phosphorus fertilizer 
plant which had to have ore shipped from Yunnan to produce 
p.osphorus fertilizer. These resulted from consideration only 
of the need for a project and a lack of consideration of 

















supplies and energy. Still other examples in Tianjin are that 
for many years the metale refining industry could not coordinate 
ita refining, cogging and rolling capabilities and an undesire- 
able production out made a lot of extra work, moving back 

and forth of materiale; this also wasted great amounts of 
materiale, energy and transportation forces, Therefore, from 

now on arrangements of fixed asset investments must pay atten- 
tion to the above overall balances and must strive to attain 
more, faster, better and cheaper economic results in fiaed 

aeeet investment. 


.3) Fixed asset investment should use the bank loan method. 

The battleline in basic construction isa long and the bavticline 
in fixed asset investment is long; these are old problems which 
nave remained unsolved for many years. The preser.t methods of 
Sap.tal construction investment or technological measures and 
transformations using allocated funds helped the enter- 
prises to st le for projects and for investments. Just as 
lorg as the project is in one's possession, er | little thought 
ie given to the cost we henner the quality, the time neede 
for construction, the degree of technological advancement, and 
especially whether or not the project operations will attain 
the planned capabilities and attain the economic results pre- 
dicted in the plan. To « great extent this arises out of the 
lack of an economic responsibility system and the lac« of links 
between economic results and the material benefits of the units 
and staff and workers as well. We advocate a gradual change of 
fixed asset investment from the dicted fund allocation method 
to the bank loan method, which should completely solve the 
problem of the lcng investment battlefront. A look at experi- 
mente with the bank loan method of fixed asset investment 
demonstrates that the bank loan method is a good one. The state 
and the enterprise units sign contracts which stipulate the 
amount of the loan, the tom ery period, the interest rate and 
the economic responsibilities held by both parties. It also 
forme links with the enterprise's economic benefits and can 
then urge the enterprise to consider investment results, strive 
to economize on the investment, reduce the construction cycle, 
and go into early production. 


Good Management of Industrial Enterprise 
Current Pixe4 Assets is Mandatory 


The management and util'tetion of fixed assets have quite a 
number of problems: No ne is ine e of managing fixed 
assets; bills, qia (0595) and materials do not match; idle, 
inused fixed assets increase over the years, no one is willing 
to move them out and they no longer are production forces; the 
eyuipment utilization rate is low, economic results inferior, 
and so on. This reveals the unhealthy, unsuitable features of 
Our economic management system which must be improved. 
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at atep to be taken Lu to protect the people's ownership 
ver the fixed assets. The state run industrial enter- 
‘\xed assets are the property of all the people. How- 
some srprises now nave excess, idie fixed assets 


while? state cannot wobdilize and yet the enterprises can 
e them to eetatlieh relationsnips, act in cooperation or 
“Onance Tor other tems. Sone enterprises also loan free of 
onareo Clxed assets belonging to all the people to the collec- 
tive enterprises, so for long periods of time the state enter- 
Orises save the bille but no goods, as these effectively be- 


mn \@ property of the collectives. What is more, some 
people even take fixed assets not used in production for their 
own use and even have the use fees and maintainence expenses 
oy the enterprise. Such conditions cannot be permitted to 
nue. It must be reaffirmed that the enterprise fixed 
assets are the property of all the people; the state has author- 
\ty ever movement of fixed assets not being used by the enter- 
prises; the collective ownership system units must strictly 
no. 4 to compensated transfer and allocation and compensated 
it. .tation; toward individuals there must be a strictly up- 
no.o fee system. Only in this way can the people's ownership of 
fixed assets be protected and can the wealth of the state be 
peovected against loss. 


- the same time, a system of compensation for fixed asset use 
ist Se implemented. The state allocates fixed capital funds 
ne enterprises without compensation, yet there is no way 

f checking on these funds and many evils exist. This gives 
che enterprises the right to solicit funds from the state, but 
vere 18 no obligation to make reasonable use of the funds. The 
resulte are that the equipment utilization rate is low, 
machines ere increased with no rhyme or reason, and there is 
{..e accumulation; mainteinence and repairs are inferior and 
equipment wears out early. This method is not beneficial for 
motivating a positive spirit of improving the enterprises and 
strengtnening fixed asset management, so there ought to be a 
shict to a system of compensated use of fixed capital funds. 
‘his means that there will be a fixed “use fee” for state 
nveetmento used by the enterprises. The more used the more the 
fee, the less used the less the fee. The amount of the fee will 
nave a direct effect on the enterprise's costs and benefits, 
encerprise funds anu enterprise retention of profits. This 
nme cnod will force the enterprises to find all possible means 

' econom sing on fixed asset investment, reducing the use of 
Si xe¢ Capital funds, making full use of fixed asset production 
sapabilities and reaching the goal of using the least amount of 
2ap. tal to attain the greatest economic results. In carrying out 
‘is system there should be a reasonable determination in fixing 
tno woals for collecting the use fees; the use fees should be 
ce.culatea according to the net profit of the fixed asset, that 
.° (ne fixed capital funda. The fixed capital use fee should be 
Liuded in the enterprise costs in order to urge it to ad- 
vance in economizing in its use of fixed capital funds. 
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in addition, there also should be the establishment of a fixed 
asset collective or individual guaranteed responsibility 
system. Teams and groups from the basic organizational level 
and the broad workers are masters of the enterprises. They are 
the direct users and keepers of the fixed assets. Therefore, 
strengthened fixed asset management and improved use rates 
depend on the team and group collectives and worker masses. At 
the same time, specific demands regarding fixed asset safeguards, 
care, inspection and maintainence, use and safe operation must 
be made, and they must be given the necessary responsibility 
and authority. In order to thoroughly stimulate the positive 
spirit of the teams, groups and individuals to care for fixed 
assets, the quality of their fixed asset management should be 
made a part of the socialist labor emulation program and united 
with the staff and worker promotion and rewards progran. 


Fixed Asset Depreciation Revovery Methods 
Should Have Centralized Unity 


The present methods of recovering fixed asset depreciation are 
dissimilar and need centralized unity. First, the book unit 
prices of fixed assets are not the same. 

There are three reasons for this: First, the fixed assets of 
the older enterprises were purchased at lower book values. Take 
for example clearing the property and computing the value of 
capital for factory buildings. In the early.Liberation period 
each square meter had construction costs of 30-40 yuan, but a 
newly built factory building now costs 100-300 yuan per square 
meter. Second, many units made major overhauls of their fixed 
assets and improved their economic efficacy. Third, because of 
scientific and technological developments the cost of the labor 
production rate has declined, causing an intangible devaluation 
of the original equipment and resulting in different values for 
new and old equipment. To solve this problem, the enterprises' 
present fixed assets must be re-evaluated to determine their 
real worth. We advocate the formulation of an all China unified 
constant value for fixed assets, that, once determined, does 
not change for several years. This not only will match up the 
books with reality but will convenience analysis and comparisons. 
From now on all new purchases and construction of fixed assets 
will be entered with a constant value in the books. The portion 
of the value higher and lower than the actual value will be 
figured as the fixed asset value differential; when the fixed 
assets are reported as worthless the differential rate is 
figured in. 


Second, the depreciation rate of the fixed assets may be higher 
or lower. The amount of the fixed asset depreciation rate 
directly affects the amount of funds recovered through deprecia- 
tion, the level of costs and new construction of fixed assets. 
There is no unifiednational fixed asset depreciation rate, 
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’ province has its own depreciation rate and within a single 
lustry each enterprise has its own depreciation rate, and 


some enterorises have different annual rates of depreciation. 
‘Cause the depreciation rates vary and because regulations 
peonibist unauthorized raises of tne depreciation rate, con- 
ientiy there are great variations in the depreciation 


entials used by each Gstrict, industry and enterprise; 
re uncommonly high or low, with no happy medium. In order 
sonably calculate and report fixed asset depreciation and 
ne loss level in fixed asset costs shouldered by each 
rie. and each enterprise in the same industry, we recommend 
Je" toe Ministry of Finance use the basis of property clearance 
anc cap. tal evaluation calculations for enterprises in each 
.Strict to carry out an investigation to quickly solve the 
lem of varying depreciation rates for fixed assets and 
eu.ne an industry by industry, nationwide fixed ¢3set 
depreciation rate. 


‘nird, there also is no single viewpoint on how to determine in- 
tanslble loss depreciation of fixed assets. Some are set high 
vhice some are set low. We believe that with the tremendous 
advances in science and technology the intangible loss depre- 
siation of fixed assets will definitely increase and that this 
_nt must be considered in determining the fixed asset capital 
fund depreciation rate, otherwise the pace of implementing the 
four modernizations will be slowed down. However, it cannot be 
set too high, but rather should proceed from reality. Fixed 
aose. depreciation refers to tangible and intangible losses in 
“xed assets which are assigned to product costs and reflected 
1S a portion of the monetary value of the product. This is 
subject to limitations by objective conditions and has its own 
lave, We cannot make unreasonable raises of the depreciation 
wave in order to obtain more capital for replacement and re- 
suilicing and not consider such conditions as goods and materials 
ana tne labor for installation. At the same time, the possibili- 
ty of the state providing new technology and oe must be 
considered and a reasonable determination of the intangible loss 
coefticient of new technology and equipment replacing the old 
must be aade. The possible speed of new technological develop- 
ents cannot be exceeded by arbitrarily raising the deprecia- 
cion rate. This will prevent the formation of large amounts of 
Sixec assets not on the books, though it will not be easy to 
sntrol. In addition, there must be a determination of the 
sreatest amount of depreciation of fixed assets due to the 
degree of wear through its economic application and its utili- 
‘at.con process. Generally speaking, the active portion of 
“ixea assets (such as machine equipment, power equipment and 
‘.nsmission equipment) should have somewhat higher deprecia- 
-.com, while the inactive portion (such as buildings, structures 
anc otser non-production-use fixed assets) should have lower 











depreciation rates. Only in this way can the actual degree of 
wear for enterprise fixed assets be accurately reflected, for 
enterprise product costs to reasonably bear the fixed asset 
loss incurred in the production process, to provide reasonable 
runding resources for the renewal of fixed assets, and at the 
same time prevent reductions of state revenue and influence the 
apportionment of accumulation and consumption. 


In summation, we not only wish to strengthen the management of 
enterprise current fixed assets, but also want to strengthen 
management of fixed asset investment and depreciation recovery. 
Only by employing effective measures to thoroughly solve the 
various problems of present fixed asset management can these 
fixed assets be given full rein in realizing the advance of the 
four modernizations. 
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-80OS, CONS OF FACTORY-STORE LINKS DISCUSSED 
Shanghai JIEFANG RIBAO in Chinese 9 Jul 80 p 4 


Article by Tao Youzhi (7113 0645 0037]: “Pros, Cons of Factory- 
Store Links Discussed" | 


_Text. Links between the factory and the store, direct lines 
between production and sales, were channels of circulation that 
were restored last year. What are the present conditions? The 
opinions vary and there is great need for further study to 
arrive at a unified understanding and to promote its further 
development. 


Vhere are two views: one view is in favor of factory-store 
links, believing that they eliminate "fussy" restraints and 
permit “free love"; while another view holds that these links 
produce three breakthroughs: a breakthrough in individual sales 
volume; a breakthrough in product variety; and a breakthrough 
in the number of links. If this continues not only will there 
be a number of contradictions between labor and commerce, there 
also will be numerous estrangements between commercial enter- 
prises, so the links ought to be reduced. 


Should the factory-store links be reduced or should they be 
developed? My view is that they should be developed a step 
further, perhaps with somewhat strengthened leadership. 


Why should they be taken as step further? Because they have 
three great advantages: 


i, To Change Production-Sales Disjunction into Production-Sales 
Coordination. In the past factories and shops were very near 
together, but it was as though mountains separated them, as 
they each asked no advice of the other. The factories did not 
inderstand market needs and many products were unsuitable or 
coulda not satisfy any needs. Some goods went virtually unchanged 
for several tens of years, with very little improvement. The 
factories and stores wrangled over minor matters, the factories 
-oset that the commercial departments did not give timely 
reports on consumer views, while the shops were upset that the 
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factories could not produce suitable, satisfactory products. If 
a change of color or design was needed or if quality needed 
improving, these always seemed as difficult as “changing the 
direction of a huge ocean liner.” 


After vaptopentins factory-store links, industry and commerce 
developed close ties. The concerned production unite frequently 
went to the stores to understand sales conditions; the concern- 
ed shops frequently went to the factories to understand pro- 
duction conditions. The shops publicized the features and nature 
of the factory products and the factory made prompt redress of 
any quality problems the shop had. For example, the Cotton and 
Hemp Company of the Municipal Textile Mill Bureau produced a 
type of gabardine, but sales were slow because the product was 
inferior. The factory was unaware of this and continued produc- 
tion. After the factory-shop links were formed, the factory 
made improvements according to consumer views and this then 
becamea good-selling product. A factory under the Printing and 
Dyeing Company produced two-color upholstery material which the 
designers thought the consumers would appreciate. However, 

when it went on sale the customers thought that one color was 
better, and hearing this the factory made the change within one 
week, 


2. Improvement of Product Quality and Reduced Breakage. This is 
obvious where glass instruments and eating utensils are con- 
cerned. In the past excess circulation links usually resulted 
in major breakage, bringing much lose to the nation. For example, 
the biscuits produced by the food com es have circulation 
links involving eight loadings and unloadi between the 
factory and the retailers and there is considerable breakage, 
which results in financial losses. According to statistics,for 
January Me (6 September of last year, in Hongkou Ward the 
average biscuit break rate was 5.9 percent. Based on this 
ratio and the munici yearly sales of 30 million jin of 
biscuits, there is 1.77 million jin breakage. According to a 
price of 0.14 yuan per jin of biscuits, the entire year's loss 
comes to 247,000 yuan. After the circulation links were reduced 
this situation was improved. 


3. Economizing on Circulation Expenses. There are two aspects to 
this: one is reduction of pointless movement of goods. This 
frequently occured in the past, where the products produced by 
a family were sold in the family store, but had to go in circles 
to go from factory to store. The people call such transportation 
“goods out for a drive, work with no gain.” The other aspect is 
shortening of transportation links, changing three channels to 
one channel, so that management expenses can be greatly saved. 
If product management expenses are figured at 6 percent, then 
the Municipal Textile Bureau, which last year set up factory- 
store links, and which has operating funds of over 11 million 
yuan, can save over 600,000 yuan of such expenses. 
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fe, the advantages of factory-store links are not limit- 


to this, but Just these three iteme ought to be enough to be 
Cony Ci hie 
However, there truly are some new problema to be found in the 
‘actoryeetere linke and theese ought to be studied for solutions, 
wiee there wil. be unfortunate consequences. 


*robiem of “Free Love.” This refers to factories and 
whieh set up linke themselves witnout gaining permission 
ipper level organs. This definitely affects the unified 
ylan and cirectly creates problems for the pom be tween 
atey and commerce. Moreover, this has led to improper be- 
vior. Some factories and stores take great pains in finding 
‘Gatiefactory" links, even resorting to some improper methods. 
yo oxamp.e, some factories supply a particular store with hot- 





se)i.ne@ items go the Store then repays the factory with some 
bi ‘oor privileges. Therefore, a store wants to locate a 

fa ‘y producing Searce iteme and the factory wants to find 

. gtore with comprehensive operations. In the first place they 


ave not promoting production for the good of the people and to 
eatiefy the people's needs, but rather are working for their 
wh advantage. At the same time, they create unhappiness be- 
tween stores. When they find a “satisfactory: store, its 
ciness volume, profits and packaging receipts then are im- 
proved, the staff and workers get more bonuses and some packag- 
ing receipts average as high as six or seven yuan per person 
ser month. When a suitable shop cannot be found then business 
volume and profits are low. Such conditions ought to be changed. 
Factory-store linke should be developed but only with proper 
management and organization. 


2. ® Problem of Prices. When factory-store links were started 
pr.e.ne was uniform. When factory-store links increased, there 
was a iack of uniform leadership and problems in pricing then 
appeared. According to concerned departments the producer prices 
for preductse where there now are factory-store links are govern- 
ec by Several conditions: some are according to the comue2rcial 
vnolesale price; some are between the wholesale and retail 
prleee; some are between the wholesale and retsil prices; and 

so on. Because of differing producer prices the retail prices 
sliso show a number of different situations. As for the pricing 
problems, . believe that where there is a state monoply for 
purchase and marketing, such as for cotton cloth and chemical 
fioer materials, there should be mandatory uniform pricing and 
mrohnibition of any factory-store changes. As for the three a 
of woods, a fluctuating cange should be established, and within 

: range the factory and store should fix prices through bi- 
la leral arrangements. Scarce products could be priced suitably 
higner and sluggish items could be accordingly priced lower. 














. The Problem of Profite. This problem ia one which is some- 
what more focused on a contradiction between industry and 
commerce, The commerce departments feel that the factories and 
stores divide up the state's profits thus reducing the financial 
neowe of the central government. The factories and stores 
be leve that in the past when the commercial departments ran 
things the profite belonged to them, but that now the factories 
and stores should profit because they conduct the operations. 
what should be done with the profits of the factories and store 
stores? I believe this requirere epecific analysis: the profite 
obtained through reductions in the circulation links and through 
economising of cireulation expenses should in principle belong 
to the factories and stores in order to give motivation to 
their operations. The commercial profite which originally are 
to be handed over to the state should not be divided between 
industry and commerce; these revenues must be turned over to the 
state treasury. 


In short, the factory-store links should be developed and the 
extant rooblems should be solved. Yet, in motivation the 
positiviem of factory-store production and operations we must 
not damage the state plan or reduce the nation's financial in- 
come. Finding the best method to accomplish this awaits the 
views and opinions of the poaneee this article is merely meant 
to elicit such views and opinions. 
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JENERAL ECONOMIC INFORMATION 


POSTWAR DEVELOPMENT OF U.S, MONOPOLY GROUPS 





HK030803 Beijing SHIJTE JINGJI in Chinese No 6, 10 Jun 80 pp 25-29, 35 


|Article by Gan Dangshan [3927 3981 0610): "Postwar Development of 
Monopoly Financial Groups in America") 


Text) U.S. monopoly financial groups have developed in many ways since 
World War II, This development includes the growth of capital power, the 
enhanced position of monopoly, the changes of control within the financial 
groups, the intensification of their control over state machinery and their 
expansioniem. In the present article, emphasis is laid on illustrating 
the development of capital power of financial groups and analyzing the 
growth and decline of their power. Owing to pressure of space, we can 
only give a brief account of the changes in other respects instead of 
dealing with them in greater detail. 


i. Growth of Capital Power of Monopoly Financial Groups and the Increase 
of Level of Monopoly 


Monopoly financial groups are products of the epoch of imperialism in 
which free competition of capitalism becomes transformed into monopoly. 
The concentration of production and capital leads to monopoly whereas 

the merging or coalescence of the banking monopolies with industrial and 
comercial monopolies gives rise to finance capital and the financial 
oligarchy. A monopoly financial group is a concrete organizational form 
of finance capital and financial oligarchies, established by monopoly 
capital groups of transindustrial departments and transeconomic regions, 
with the big banks as its mainstay. Around the end of the 19th century 
and the beginning of the 20th century, monopoly capital in the eastern 
regions of America began to develop and came into being. The first 
monopolistic financial groups were chiefly represented by Morgan and 
Rockefeller monopoly groups. Before and after World War I, in the central 
and western regions there emerged local monopoly groups, including the 
Cleveland and Chicago monopoly financial groups. Prior to World War II, 
the American economy was basically controlled by eight big monopoly 
groups--Morgan, Rockefeller, Kuhn, Loeb, Dupont, Mellon, Boston, Chicago 
and Cleveland. According to the data mentioned below, the assets controlled 





bY the top eighi menepory BRrours in 1935 totaled US8S6l billion, of which 
Morgan group accounted for about 50 percent, occupying the first place, 


Changes in Power of the Major U.S. Monopoly 
Financial Groups 
(in hundred million U.8.$) 


1935 1948 
Position Position 


in in 
Assets Proportion Name List Assets Proportion Name List 


Rockeleller 66.1 10.8 3 267.0 21.7 2 
Morgan 02,1 49.5 i 553.0 45.0 l 
Californie == == - ed == - 
Litibank == == - == == - 
hicago 42.4 7.0 “ 93.0 7.5 “ 
Boston 17.2 2.8 7 60,0 4.9 6 
1@xas == -= ~ == ae - 
Dupont 26.3 4,3 6 65.0 5.3 5 
Cleveland 14,0 2.3 8 31.0 2.5 8 
Kubn, Loeb 108.5 17.6 2 103.0 8.4 3 
Melion 33.3 5.5 5 58.0 4.7 7 
Total 610.2 100.0 1230.0 100.0 
1960 1974 
Position Position 
in in 
Assets Proportion Name List Assets Proportion Name List 
xockefeller 826.3 25.8 2 3305.0 26.4 l 
Morgan 939.6 29.3 l 18.9 24.1 2 
California 410.6 12.8 3 1670.9 13.4 3 
Citibank 180.0 5.6 6 1280.8 10.3 4 
Chicago 232.5 7.3 4 1201.5 9.6 5 
Boston 126.9 4.0 9 560.2 4.5 6 
Mellon 143.5 4.5 7 454.3 3.6 7 
fexas -- -- - 368.3 3.0 8 
Dupont 200.7 6.3 5 330.8 2.7 9 
Cleveland 140.2 4.4 8 313.8 2.5 10 
Kuhn, Loeb -- -- - -- -- - 
Total 3200.5 100.0 12504.5 100.0 


(The above-mentioned data are quoted from "Monopolistic Financial Groups 
in America” by Research Institute of Economy in Capitalist Countries of 
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‘udan University, 1977 edition, Shanghai People's Publishing House, 

page 15, ‘The figures for 1935 are calculated according to “Economic 
Structure of America” by the Council of American National Resources, while 
those in 19468 are taken from "Monopoly Today" by the Assoication of 
American Labor Research, and the figures in 1960 are quoted from "The 
Curcent Changes in Comparative Strength Among Major U.S. Financial Groups" 
by Xie Yao, Research on International Affairs No. 11, Nov. 1962) 


in the early daye after World War II, as the United States had become the 
greatest upstart in the capitalist world during the war, the concentration 
of production and capital was further intensified, In 1948, the total 
volume of assets controlled by the above-mentioned 8 big financial groups 
amounted to US$123 billion, an increase of 200 percent over 1935, before 
the war. 


Since the 1950's, the U.S. monopoly financial groups have entered a new 
stage and developed rapidly on the basis of enormous accumulation and 
concentration of capital. On one hand, the monopoly capitalists tried 
every means to exploit the working class and grab monopolist profits as 
much as possible--in the first half of the 1970's, as far as the American 
companies were concerned, their annual profits before taxation averaged 
out to US$106.8 billion, corresponding to 30 items ove those in the 
1930's, On the other, the amalgamation of enterprises was carried out 

on a much Larger scale than before the war. The monopoly capitalist 
groups not only merged the small or medium-sized enterprises b.. also the 
big enterprises which had assets of more than US$100 million. What is 
more, amalgamation among the same trades was greatly reduced. Instead, 
merging among different trades and professions became the major form of 
amalgamation. As a result, the monopoly enterprises expanded trans- 
departmental business and diversified economy. Thus the size of big 
companies and banks became even bigger and the sonopolization of enter- 
prises intensified unprecedentedly. According to U.S. official statistics, 
in 1950 big companies with assets of over USS$50 million accounted for 
57.7 percent of total assets of American companies throughout the country 
and yet in 1973, the percentage of these companies rose to 75.6 ("Digest 
of U.S. Statistics” 1977 edition, page 515). The number of big companies 
with assets worth over USS$1 billion was also greatly increased. There 
were 39 euch companies in 1939 and 366 in 1974, accounting for 44 percent 
of total assets of all American companies. As for the business of banks, 
in 1960 the amount of deposits and assets of the 50 largest banks made 

up 38.5 and 38.9 percent respectively of that of all U.S. banks and in 
1974, the respective percentage rose to 57.1 and 56. (Calculated from 
the data published in “Fortune” No. 7, July 1956, page 116 and "Communique 
of Federal Reserve Board” No. 8, August 1975, page Al4) 





While the scale of the monopoly enterprises was expanded, the banking 
monopolies were more closely merged with the industrial and commercial 
groups. Banks and life insurance companies made use of the funds they 
collected to exercise control over various kinds of enterprises by means 
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seeing ceedite, holding shares or utiliging organizational affiliation. 
some 40 oF 40 monopolistic financial groups were composed of hundreds 

bin companies and barca, and the biggest of all were generally known 
is the cop 10 finaneial groups: Rockefeller, Morgan, California, Citibank, 
Chicago, Boston, Dupont, Texas, Mellon and Cleveland. According to a 
rough estimate, in 19/4, the total assets of the 10 biggest financial 
groups were USS1,250.5 billions, corresponding to 19.3 times over the 
(ai aseete of the 8 big financial groups in 1935. If the 40 years 
vetwoen 1935 and 1974 are divided into three stages, we can see that the 
assets of the big financial groups increased by 100 percent in the 13 
years from 1935 co 1948, 160 percent in the 13 years from 1948 to 1960, 
ano 290 poreent in the last 14 years from 1960 to 1974, It is obvious 
tial the capital etrength of the postwar American financial groups has 
‘ioreased gore rapidly than that prior to World War II and its growth 
rate in the 1960's ia much farcer than that in the 1950's, 


‘hore have been new changes with regard to the monopoly over the national 
economy exereised by the financial groups. According to the data taken 
‘rom “The Structure of U.S. Eeonomy,” in 1935 the extent of monopoly of 
cue eight large financial groups over 250 companies in four major economic 
vectors=-commercial banks, mining industry, railways and public utilities-- 
was as follows: commercial banks 50.7 percent, mining industry 57.7 
ereent, railways 81.6 percent and public utilities percent. Forty 
‘eare later, in 1974, of the 250 companies in the relevant 4 major 
economic sectors, the top 8 financial greups monopolized 74.3 percent of 
commercial banks, 81.7 percent of mining industry, 73 percent of public 
utilities and 70.3 percent of railways. In the first three economic 
sectors, the monopoly of the financial groups increased by 23.6 percent, 
24 percent and 15 percent respectively. The monopoly over railways, 
vowever, dropped 11.3 percent. This was mainly because postwar air 
transport had, to a great extent, replaced railways. In 1971, the 

oly financial groups controlled 76.8 percent of air passenger trans- 
port and 81.1 pereent of freight transport. Taken as a whole, the postwar 
financial groups have greatly strengthened their control over the major 
U.S. economic sectors. 


‘ve postwar financial groups have unprecedentedly expanded their sphere 

of control compared with before the war. Round about World War I, the 

..S. financial groups exercised their control mainly on railway transport 
anc some industrial departments such as the steel and coal industries. 
sinee World War TI, however, their sphere of control has included different 
devartmencts of processing industry, mining industry, air transport and 
cublic utilities. In addition, they control the retail trade to a 
considerable extent. In service trades, tourism and entertainment, the 
sower of monopoly groups has rapidly expanded. in financial trade, the 
nonopoly groups have put the biggest commercial banks, life insurance 
companies and various kinds of financial companies under their own control. 
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ivy such a monepely position in the economy, a handful of monopoly ft inancial 
groups have dominated the American economy, politics, culture and social 
life, influenced American foreign policy and thus become the supreme 

rulers of the United States, 


2), ‘he Change of Balance of Strength Among Monopoly Financial Groups and 


ite Causes 


ve have analyzed the growth of the strength of capital of the postwar 
American monopoly financial groups above as a whole, but judging from 
separate cases, the development of various financial groups is uneven. 
From the beginning of this century to the end of the 1960's, the Morgan 
group was all along the biggest in America. After World War II, the 
fockefeller group developed at an accelerated pace, with the volume of 
assets in 1974 increasing by 49 times over that in 1935 while that of the 
‘Morgan group grew only 9 times. Through fierce contention for several 
decades, the capital strength of the Rockefeller group finally surpassed 
that of the Morgan group in the early 1970's, thus becoming the biggest 
financial group in America. This is an outstanding demonstration of the 
change of balance of strength of the postwar American monopoly financial 
groups. These two big financial groups, "The Big Two," which dominate 
the American economy, occupy a decisive position in various departments 
and sectors of the American economy. 


The rise of the First National Citibank in the east, the California greup 
in the west and the Texas group in the south is another important erpres- 
sion of the change in balance of strength of the postwar American monopoly 
financial groups. The rapid development of these three newly-risiog 
financial groups has superseded some of the old ones, thus lifting  hem- 
selves to the rank of big financial groups. (See the list) 


Among the old financial jroups, the strength of the Chicago group is still 
growing at a high speed. Once going into decline after World War II, 

the Boston financial group managed to develop vigorously at the end of 

the 1950's and further regained its strength in the 1960's. The Cleveland 
financial group has been stagnant. Keeping their family characteristics 
and taking tirm hold of some big enterprises, the Dupont and Mellon groups 
are striving for further expansion. The Kuhn, Loeb financial group 

which was very active before World War II has collapsed after suffering 
from setbacks and been squeezed out of the rank of big financial groups. 
it is yet another striking change in the balance of strength of the postwar 
American monopoly financial groups. 


Why has so great a change taken place in the balance of strength of the 
postwar American financial groups? This is, in essence, the role of the 
law of the uneven development of the capitalist economy and politics and 
the result of fierce contention among the financial groups. Specifically 
speaking, there are five main reasons as follows: 
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einforcement the atrength and rele of banks and other financial 


tation ‘inane.al Organtigations sueh as commercial banks and life 
MES ies are part of the main components of the financial 
Volume of aseetea of the postwar commercial banks and life 
ifaurane mpanies grew at a hiah speed. They fought a fierce battle 
wainet ea Other to expand their financial strength. “he Chase Bank 
ait xefeller financial group ewallowed up the Manhattan Bank of the 
hulbn, Loeb financial group, thus becoming the biggest bank in Wall Street. 


Ntensifving ite relations with the two big life insurance companies, 
iid Metropolitan, Reekefeller group formed a vast financial 
etwor! The financial assets of Rockefeller group reached US$137.7 
billion in 1974, thus ranking first among the top 10 financial groups. 
1 1955, the New York Citibank amalgamated with the New York First National 
« tormerly attached to the Morgan group, thus expanding its financial 
treneath to a large extent. On this basis there came into existence the 
iret National Citibank financial group. In 1959, "in order to compete 
re effectively,” the Morgan financial group reorganized its financial 
~ and merged the Morgan Company and the Guaranty Trust Company 
nto Morgan Cuaranty Trust Company, which vigorously developed its trust 
usiness in so doing, ite power was further strengthened. The financial 
ower of the California group has expanded through repeated and fierce 
strugeles againet the eastern financial groups. The Bank of America, 
e eroup's financial pillar, is the biggest commercial bank in the United 
rates. ‘The assets of the California group accounted for 78.2 percent 
che total volume of assets of all financial groups. It has played an 
important role in the development of the financial groups. Losing the 
“Manhattan Sank, Kuba, Loeb group turned into an appendage to the Rocke- 





extending credit and holding shares, banks and other financial organi- 
‘tions have further etrengthened their relations with big companies nd 
expanded the sphere of control of the financial groups. According to 
merican offfeial sources, 49 big banks in 10 big cities alone hold more 
than 5 percent of the shares of 5,270 enterprises. They have assigned 
5,019 personnel to the management departments of 6,591 enterprises. 
weertican officials aleo admitted that by controlling 5 percent of the 
cares in a company, one would have the final say. Commercial banks are, 
/ fact, the bigsest and most influential shareholders in big companies. 
laving large ciust assets, financial groups such as Morgan, Rockefeller, 
the First National Cétibant and Chicago cannot only keep firm hold of 
' own enterprises, but can also actively infiltrate into other enter- 
ises. This shows that the relationship between big banks and companies 
s become even closer. The theory that big companies no longer depend 
» big banks and “have won greater independence” overlooks the various 
<inds of connection between the postwar big banks and companies and thus 
accord with the reality of postwar American financial capital. 








| ‘he uneven development of industrial departments. After World War II, 
thanks to the rapid development of science and technology, with the 
stimulus of such factors as the armament race between the United States 
and the Soviet Union and the energy crisis, the newly-rising industrial 
departments--electronics, atomic energy, space flight, munitions, petroleum 
and chemical industries=-developed rapidly, However, some basic industries 
such as eteel, coal, textiles and railways have been at a standstill and 
suffered from recession for a long time. The uneven development of the 
industrial departments affected the intrinsic industrial foundation of 
the tinaneial groupe and had a bearing on their existence and growth, 
Viewed from the comparison between the oil and steel industries, of the 
assets of the 100 biggest industrial companies, the steel companies made 
up 30.8 percent and ofl companies 7.4 percent in 1909. But after World 
war ti, the situation turned out completely contrary to the previous one. 
he proportion of the assets of the oil companies rose to 35.4 percent 
while that of steel companies dropped to 5,2 percent. This change 
produced an obvious impact on the financial groups, which took the oil 
and steel industries as their industrial foundation. The Rockefeller 
financial group is the biggest oil monopoly group in America and in the 
capitalist world. Of the amount of industrial assets of the financial 
groups, that of Rockefeller's ofl companies accounted for 60 percent in 
1974. The amount of assets of the 9 oil companies which were under full 
or partial Rockefeller control reached US$96 billion, accounting for 
23.9 pereent of the assets of the top 100 American industrial companies. 
Taking the advantage of the “oil crisis," the oil companies under the 
administration of the Rockefeller financial group drove up prices to seek 
exorbitant profits in recent years. From 1935 to 1974, the profits of 
the three oil companies--Exxon, Mobil and Caltex--increased nearly 50 
times. Backed by their oil profits and banking capital, and owing to 
favorable profits of oil industry and an all-round expansion in different 
sectors of the national economy, the ller group has become the 
biggest financial group in America. steel industry is one of the 
foundations of the Morgan group, on which they built up family fortunes 
and grew further. Because of its obsolete equipment, uncompetitive 
price of its products in the international market and the shrinkage of 
profits, part of the controlling rights of American steel companies was 
taken over by the First National Citibank in the 1950's. Another two 
industrial centers of the Morgan financial group, coal and railways, 

were also stagnant and declining. Therefore, the position of strength 

of postwar Morgan group went downhill comparatively. The main investment 
of the Cleveland financial group mainly centered on the departments of 
steel, coal and railways. Accordingly, it has been relatively stagnant 
for a long time since World War II. 


The market potential of the newly rising industrial departments is enormous 
and their profit rate is high. The financial groups contended with one 
another to shift their investments to the newly-rising industrial depart- 
ments to seek higher profits and safety in investment. Now the Rockefeller 
financial group is no longer a one-track oil monopoly group. It occupies 





























i important place in industrial departments such as munitions, electronics, 


‘vemical engineering and aviation. Besides, it is also the chief mono- 
poliger in the food industry and public utilities, At the same time, the 
vocketeller group is entering fierce rivalry with the Morgan group in 

© metallurgteal and auto industries, The investment which the Rockefeller 
group made in nonfinancial companies increased from US$5.3 billion in 

‘oo to U8953.4 billion in 1974, Rockefeller possesses much more assets 
tian nontinancial companies of any other monopoly groups except the 
‘Morgan group. At present, facing the threat of exhaustion of oi! resources, 


tockefeller group is trying to outdo the others in shifting investment 
to the industrial departments of electronics and nonferrous metal. 
hanres have also taken place in the metallurgical industries on which 
. ‘organ group formerly centered its industrial and mining investments. 
ectianing from the mid=1950's, the Morgan group continuously expanded 
.ts iavestment in such industries as electronic computer an’ color dupli- 
ators, thus becoming the biggest monopolistic group in these two industrial 
‘epartments. In addition, it continued to keep the industries of electric 
ypliances, consumer goods, medicine and food under its own control. 
cavestment in the oil industry increased notably. Since the 1460's, 
the Morgan financial group has quickened its pace in business expansion. 
The postwar newly-rising First National Citibank ranks as the fourth 
biggest financial group in America, with a lot of big companies under 
its control, including industrial departments such as munitions, electronics, 
oll and chemistry. As a result, its strength has grown strikingly. The 
sostwar Chicago financial group has shifted its investment from tradi- 
tional processing of farm produce, farm machinery and mail-order trade 
to munitions and oil industry, keeping a comparatively fast growth rate. 


i. The uneven development of «regional economy. The eastern part of the 
\ited States is the birthplace of capitalism. In the early days of 
this century, eastern monopoly capital established a dominant position 
in the American economy. At that time, the western and southern parts 
of the country were regions of agriculture and animal husbandry. It 
was not until World War II that oil was discovered there and thus emerged 
oil millionaires, who made use of their oil profits in other departments 
ind brought into being new monopoly capital which was still under the 
control of the eastern financial groups. In World War II, and especially 
after that, under the impetus of war and arms race, California and Texas 
secame the biggest munitions production bases, and held the first and 
second places throughout the country in military orders received. Owing 
to the development of munitions and newly-rising industries, the economy 
in the western and southern regions expanded by leaps and bounds. Since 
1950, the industrial output value and banking capital of "The Southern 
Zone" from California to Florida states have increased six times, while 
that of other regions rose only three times. Comparatively speaking, the 
western and southern regions developed rapidly and the eastern and central 
outhern regions stagnated. The banking capital of the western and 
southern regions merged and developed, and gradually got rid of the control 
of eastern financial groups. Thus there came into being the California 
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and texas financial groups. The rise of the western and southern financial 
groups broke down the monopoly of the eastern financial groups over the 
western and southern economy. As the strength of the western and southern 
‘inancial groups surpassed that of some old financial groups, the posi- 
tion of the eastern and central western groups fell comparatively. In 
1948, the amount of assets of eastern groups--Morgan and Rockefeller-- 
constituted 66.7 percent of the big American financial groups, while that 
of the western and southern financial groups was practically nil. By 
1974 the proportion of assets of the Morgan and Rockefeller groups dropped 
to 50.5 pereent while of the western and southern financial groups 
accounted for 13,3 percent. At present the western and southern groups 
and the eastern ones are colluding and contending with one another. On 
one hand, the western and southern financial groups have made good use 

of the power of the eastern financial groups to expand their influence 
and on the other, to contend with the eastern financial groups, they have 
forged a monopoly force which plays a greater role in the American 
politics and economy. Aiming at scrambling for abundant resources, cheap 
manpower and vast markets in the “western zone," the eastern groups 
shifted southward some of their enterprises to further develop their 
enterprises which had already existed there as their foundation. Thus 
the struggle between the eastern monopoly groups on one hand and the 
western and southern groups on the other became more acute. New changes 
have taken place in the balance of strength among the monopoly groups 

in America. 


4. The rapid development of multinational corporations. The postwar 
American big companies paid more attention to the export of capital and 
to setting up subsidiary organizations abroad. The rapid development of 
multinational corporations has opened up broad scope for the expansion 

of the monopoly financial groups. This is an important trend in the 
postwar development of the financial groups. Now the subsidiary companies 
and organizations abroad of the multinational corporations (banks) have 
become one of the component parts of the American monopoly financial 
groups. The interests of the multinational banks abroad account for a 
considerably large proportion. In 1972, the amount of assets and deposits 
of the 20 nultinational banks controlled by the American big monopoly 
groups respectively accounted for about one third of the total amount of 
assets and deposits of the above-mentioned 20 banks. The big companies 
and banks attached to such financial groups as Rockefeller, Morgan, 

First National Citibank and California were the vanguards of overseas 
expansion. As a result, the power of the financial groups has developed 
at a greater speed. The financial groups of some localities and regions 
are intensifying their expansion abroad but due to the shortage of banking 
capital, as investment abroad is limited, the development of these 
financial groups is restricted to a certain degree. 


5. Support by state monopoly capitalism. The postwar monopoly capital 
in America is interfering in the economy and supporting the monopoly 
groups in an overall way, by intensifying its control and using the state 
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achinery. The military purchases of the government are the largest 
source of profits of the monopoly groups. According to statistics, tle 
top American munitions contractors alone obtain 75 percent of the 
Pentagon's munitions contracts, of which the main part goes to the 25 
munitions contractors attached to the American big financial groups. The 
orders which the 25 munitions contractors attached to the American big 
financial groups. The orders which the 25 munitions contractors received 
amounted to USS17.3 billion i: 1974, In that year the United States 

fell inte the gravest economic crisis since World War IT, There was a 
desolate scene in the trades and professions. At that time, supported 

'y tie munitions contracts, only the production of the munitions enter- 
prises of the monopolistic financial groups went up. Thus the munitions 
enterprises became "an industry flourishing and recession." The changes 
in the military purchase orders and the fierce contention among the 
monopoly groups have altered the position cf the munitions contractors 
nd thus affected the power of monopoly g:oups. The General Motors 
-orporation (Morgan and Dupont financial groups) which produce conventional 
yveapons was formerly the biggest munitions contractor but now it ranks 
i5th, The General Power Corporation (Morgan and Chicago financial groups) 
which makes strategic weapons such as aircrafts, guided missiles and 
submarines, the Lockheed Aircraft Corporation (Rockefeller financial 
aroup), Boeing Corporation and Union Aircraft Corporation (First National 
Citibank) are among the biggest of munitions contractors. The Morgan, 
upont and Rockefeller groups have undertaken almost the whole production 
of American nuclear weapons and nuclear installations. 


The postwar development of American monopoly financial groups indicates 
the furcher strengthening of the dominant monopolistic position of the 
financial groups. As Lenin pointed out: "It is not a pure monopoly but 
a coexistence among monopoly, exchange, market, competition and crisis-- 
tauis is the most important characteristic of imperialism in general." 
(Lenia: "Complete Works" Vol. 24, page 431) The postwar monopoly 
financial groups contend with one another in the political and econom‘c 
spheres. At the same time, under che condition of the production reJe' ions 
of monopoly capitalism, economic crisis breaks out inevitably one after 
another, thus the monopoly capital repeatedly suffers severe blows. 

This shows that monopoly capital will naturally bring about trend of 
Stagnation and decay. The crisis will further accelerate the imbalance 
in the development of the monopoly financial groups and make their posi- 
tion of strength change constantly. The development of the monopoly 
sroups in America is proceeding exactly in accord with the innate law of 
capitalist economy. 




















iSNERAL BCOMOMIC INFORMATION 


CONTRACT SYSTEM PROMOTES PRODUCTION MANAGEMENT 
Tianjin TIANJIN RIBAO in Chinese 5 May 80 p 1 


(Article by Cai Yewen [5591 0673 2429]: "Municipal Departments 
of Economics Restore Contract System and Achieve Results. 
Over 5,000 Economic Contracts Promote Completion of State Plan" | 


(Text ] Starting last year a number of Tianjin economic depart- 
ments restored the contract system, which hac good results in 
promoting production and in improving economic production. 


Prior to the Cultural Revolution the contract system was 
poneresiy used between industry and commerce and between the 
ndustrial departments. This had a positive effect on raising 
the level of economic » strengthening economic 
accounting and upholding the estate plan. During the Cultural 
Revolution the contract system was 6 d. After the Third 
Party Plenum the Tianjin te of economics began to 
operate according to eco c rules and reinstated the contract 
system. Since the fourth quarter ef last year one Tianjin 
commercial bureau network already hae five class one stations 
and seven municipal corporations that have signed production and 
marketing contracts with industrial departments. The foreign 
trade bureau already has eight import-export branch corporations 
which have shared goods supply contracts with production depart- 
ments. An experimental contract system between agricultural and 
commerce for shared purchases of vegetables, reeds and water 
products is now in effect. By the end of this April, over 5,000 
economic contracts with a total value of over 5.9 hundred 
million yuan had been signed by the economic, industrial, 
commerce, administrative and management departments. 


The use of the contract system will have a positive effect in — 
guaranteeing completion of the state plan. After contracts were 
signed between the rug industry coroprations and the foreign 
trade department, attention was given to completing the rug 
production tasks. All of the 300-plus foreign trade contracts 
signed in the four months of this year were delivered on time. 
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ne foreign trade departments thus overfulfilled their purchase 
plans and made a great contribution toward expanding exports. 
Because the general merchandise stations expanded their con- 
tract system, their first quarter purchase plan was 117 percent 
fulfilled while the overseas supply of goods plan was 127 per- 
cent fulfilled. Progress in fulfilling the April plan also was 
relatively good. 


The contract system has also made steps in closing the produc- 
-ion and sales relationship, promoting production arrangements 
according to need, and in making commerce responsive to market 
needs. Products managed by the general merchandise stations 
such as leather belts, leainer waist thongs, organic faqia 
4099 0595], resin buttons, maritime brass buttons and 
cnlldren's electric fans are in short supply. This is because 
of the inadequate production forces, so there could by no in- 
creased production. After the general merchandise station 
management signed production supply contracts with a few street 
operated plants, commune operated plants and school operated 
plants there were increased sources of these short supply 
products. 


Promotion of the contract system has also motivated the enter- 
pvises to improve management and administration and has ad- 
vanced management style. After the Municipal Chemical Engineer- 
ing Supplies Corporation signed product supply contracts with 
700 plants they formulated a "Detailed Rules and Regulations 
for Supply and Demand Contract Management” document which pro- 
moted the implementation of an enterprise personal respon- 
sibility system. 


11582 
CSO: W006 














GENERAL ECONOMIC INFORMATION 


PROBLEMS OF YUGOSLAV FOREIGN TRADE SYSTEM VIEWED 
Beijing SHIJIE JINGJI [WORLD ECONOMY] in Chinese No 6, Jun 80 pp 36-41 


[Article by Sun Jiaheng [1327 1367 1854]: "The Reform of Yugoslavia's 
Foreign Irade Management System" ] 


[Text | After the Second World War, foreign trade played an important role in 
Yugoslavia's economic development. Thirty percent of the national income of 
Yugoslavia come from foreign trade. 


In 1947, Yugoslavia began its first five-year plan. In that year, foreign 
trade totaled about 5 billion dinars. During the mid-1960s, it rose to 

over 40 billion dinars. In the 1970s, Yugoslavia's foreign trade progressed 
rapidly. Between 1971 and 1979, Yugoslavia's foreign trade grew at an 
average rate of 19; 3 percent. In 1979, exports and imports totaled about 

353 billion dinars! (US$1 = 19.36 dinars), or about US$ 17.3 billion. 
Yugoslavia's foreign trade in 1979 was about 70 times that of 1947. In 1947, 
Yugoslavia traded and maintained economic ties with only 48 nations in the 
world. At present, this number has increased to 142 nations. As Yugoslavia's 
socialist autonomy [independent national communism] developed, the Yugoslav 
Federal Government -ontinuously reformed its foreign trade management system. 


I. The Course of Reform 


The reformation of Yugoslavia's foreign trade management system developed 
through three stages, from state monopoly to division of management authority 
to adjusted management. 


(1) The period of state monopoly (1947 to 1964) 


During this period, the Soviet system of centralized management was basically 
implemented, Foreign trade was monopolized by the state. Foreign trade 
companies under the leadership of the Ministry of Foreign Trade uniformly 
conducted the nation's import and export trade. Foreign exchange was uni- 
formly managed by the state. 











avia ‘yom external economic blockade and political 
ary pressures, ite national economy encountered great difficulties, 
entaily solve Che secial and economic probleme faced at that time, 
. autonor stem wae implemented in Yugoslavia in 1950, The 
dum economic Sahagement system underwent a great reformation, Foreign 
Agement aieo was retoimed i) 1952 and 1961, Some authority was 
ized AL the beginning of the 19608, foreign trade was conducted 
i trade companies ae well ae by large enterprises that had Federal 
ent approval to enter the foreign market, but there were few of 
ror ie Jeetern economists commented, “Actually it was not until 
osiavia's foreign Crade management system became similar to . 
trade management system of Buropean Economic Community members." 


of Division of Manageme t Authority (1965-1976) 
608, Yugoslavia's inv vstrial and agricultural production developed 


industry grew at an annual rate of 10 percent. This stimulated 
rade development. Exports in 1965 was 5.1 times that of 1951. In 


uposiay constitution epecifically stated that the economic system 
established upon the foundations of socialist ownership, autonomy, 
mercial economy, and stipulated the principle of division 
goment authority. In 1964, the Eighth Congress of the League of 
ay Communiete reiterated chis principle and further expanded the policy 
' gutonor Thue, the objective situation of Yugoslavia's socialist 


ment required further reformation of the foreign trade 
the Yugoslav Federal Government implemented a relatively 


: in foreign trace. he management authority of foreign trade 
ed from the state's administrative organs and given to the basic- 
rprice: he regulations requiring Federal Government approval 
erprises to enter foreign markets were canceled, But foreign exchange 


ema ined lier the unifled control of the federal establishment. 


se of thie reform was to develop the autonomy system, reduce state 
ce in t economy, emphasize the regulatory function of the 


al , rrect the gap between domestic and international prices, realize 
\bera.igation of foreign trade and international payments and further 
rticipation in international division of labor. Toward this end, the 
ernnmen ‘f Yugoslavia implemented a series of reform measures: 
ricing system was reformed, Domestic prices were adjusted according 
Iu ‘ prices in the incernattonal market and prices of some domestic 


cts were allowed to adjust themselves freely. In 1965, 


: ae ; ‘ 

tic prix rose an average of 24 percent. (2) The system of export 
rt permite was revised. Commercial products for export, except those 
ec a6 special mmodities by the state, were allowed to be freely 


Export enterprises were allowed to retain a certain percentage 
reign exchange. Some import limitations were lifted. Unrestricted 
stituted about half of total imports. (3) The customs system 

imped . wities were lowered so that they would be consistent with 
vied by Western nations and with the rates established by 





comprehensive trade agreements, (4) The dinar exchange rate was standardized, 
the Of igimally different exchange rates utilized by various sectors of the 
national economy were standardized, (Originally, the exchange rates between 
the U.S, dollar and the dinar were; industry 11,14; agriculture, 9,16; 
torestey 8,60; transportation, 10,01; touriem 9.15, In 1965, the exchange 
rate between the U.S. dollar and the dinar was etandardiged at 12,.50,) (5) 
Te dinar was devalued, Domestic prices thus approached the level of inter- 
national prices, This forced the enterprises to organize import and export 
trade according Co market patterns and to strengthen economic accounting, 

(6) In 1967, foreign investors were allowed to invest directly in Yugoslavia, 
Domestic enterprises and commercial banks were allowed to seek capital 
directly from abroad, The above reforme stimulated foreign trade develop- 
ment, Between 1965 and 1976, foreign trade grew an annual average of 16,1 


percent. In 1976, the value of total foreign trade was over five times that 
of 1965, 


Yet some probleme were encountered in the course of implementation. These 
concerned mainly the difficulty of controlling the balance of foreign trade 
plane. All sectors asked the state for foreign exchange, while less 
attention was paid to the problem of how to create more foreign exchange 

for the state. An American economist, David Granick, visited Yugoslavia in 
the early 1970's and conducted a study of the foreign trade activities of 
Yugoslav enterprises, He described in his investigative report how the 
federal establishment of Yugoslavia uniformly controlled, distributed, and 
utilized foreign exchange. He noted that even with export subsidies and 
foreign exchange retainers, entrepreneurial management was not active. The 
ottictally established foreign exchange rete was lower than the actual 

buying power of the nation's currency, and this affected the economic results 
of the enterprises. In this situation, an unofficial foreign exchange market 
emerged. For example, his study showed that in the Republic of Slovenija, 
the exchange rate between the dinag and foreign currencies was sometimes 
double the official exchange rate, 


(3) The period of adjusted management (after 1977) 


To fully develop active regional and entrepreneurial efforts to create more 
joreign exchange and strengthen coordination among foreign trade plans, 
Yugoslavia in 1977 implemented a new system of managing foreign trade and 
foreign exchange, The actual contents of the new system include the following: 
(1) Foreign exchange belongs to whoever creates such foreign exchange, This 
changed the traditional method of total control of foreign exchange by 

federal authorities. Enterprises have the right according to law to use 
foreign exchange gained from exports to organize imports, or to use it to 
repay the enterprises’ own foreign exchange debts. At the same time, a 
Yugoslav foreign exchange market was set up Enterprises also have the 

right according to law to sell or buy foreign exchange on the foreign exchange 
market. (2) The authority of the republics and the autonomous provinces to 
manage foreign hae been expanded, Under the premise of assuring the com- 
pletion of fulfiiling the general foreign trade mission and international 











i payMenle, @ac. republic and autonomous province can set its own 


BOG i nternational expenditures and revenues, Rach of them can write up 
am apceement with the federal Government specifying an export and import 
poli oid @@aeures to promote exports, (3) A Committee for Economic 

jationg with foreign Countries wae established to balance foreign exchange. 


law stipulates that in addiction te the social and political community, 
te \aving foreign exchange revenues and utilizing foreign exchange 
i; toipate in this Committee for Economic Relations with Foreign 
(4) A practical exchange rate policy for the dinar has been 
tab.ieved, The exchange rate between the dinar and foreign currencies is 
pegeed upon the actual buying power of the dinar, (5) Exports are promoted 
are limited. The Pederai Assembly, at ite annual meeting to 
- toe state budget, sets aside a portion of customs duties and import 
es and excludes these from the budget. This money is allocated to the 
muo.ty for autonomous profits in foreign economic relations in order to 
mole e@xperte., Free importe in the past were subsidized by the dinar as 
. junds, and then foreign exchange was obtained. The new system requires 
iterpeiees to have the foreign exchange before they import. (6) Supervision 
of | ign trade by banks and the Center for Information and Documentation 
af Seen strengthened, All final accounting and trading of foreign exchange 
are itealiged under the benks. The banks supervise and affect the operation 
and activity ef foreign trade enterprises by such economic means as establishing 
oo exccange rates and providing guarantees for foreign trade operations 
as. The Center for Information and Documentation also has the 
to superviee the use of capital by foreign trade enterprises and 
economic effects. 





ora., the reform of Yugoslavia's foreign trade management system 
ives the division of authority in the relationship between centralization 
vision of authority. In the relationship between planned regulation 
imc Garket regulation, emphasise is on utilizing market mechanisms, In 
og ecomeute and admintetrative methods in management, emphasis is on 
owl. means. At present, Yugoslavia's foreign trade management systen 
eing continuously improved and perfected. The goal is still to 
cn an effective way te appropriately handle the above relationships. 


© Fundamental Characteristics of the Current Foreign Trade Management 


e general policy of Yugoslavia's foreign trade calls for implementing an 
: yor policy, actively developing economic relationships with the world's 
i» af. #O-way trade, and making the dinar an exchangeable currency. 
er the above reforms, the curre. t foreign trade management system of 
avia has the following characteristics. 


‘.e law guarantees the economic order and the operating system of 
trade, Since foreign trade is no longer monopolized by the state, 
foreign trade activities managed by enterprises are relatively free. The 
Yus v FPeceral Government manages and controls the nation's foreign trade 





activ.ties through publication and promulgation of foreign trade laws. In 
foreign trade legislation, laws regulating the income tax on returns from 
foreign investments in Yugoslavia are established by the republics and the 
autonomous provinces, Over 10 other laws related to foreign trade are 
established by the Federal Government, such as the “commodities and Labor 
foreign trade law," "laws regulating foreign exchange management and 
foreign eredit and loans,” “laws regulating external economic activities,” 
“customs lawa," "laws regulating foreign investments in Yugoslav joint 
iabor organizations,” "regulations concerning iong-term cooperation between 
Yugoslav enterprises and foreigners, operations and technical cooperation, 
technological rights and transfer," the "patent law," the "trademark law," 
and “model and sample laws," 


in strengthening legislation over Yugoslavia's foreign trade, the principles 
that ineiet on following the law and on prosecuting a1] violators are 
followed, The guidance and management provided to foreign trade enterprises 
by the Minietry of Foreign Trade also have to be conducted according to legal 
procedures, For example, the law requires that a court decision must be 
obtained to terminate the right of an enterprise to engage in foreign trade. 
it the Ministry of Foreign Trade finds that a certain foreign trade enter- 
prise will suffer a loss during the course of its foreign trading, the 
Ministry of Foreign Trade can temporarily suspend the right of the enter- 
prise to engage in foreign trade before the court issues a decision. But 

the Ministry of Foreign Trade must file a petition at the court of that 
jurtediction within 15 days. If the court reviews the petition and decides 
net te consider it, the temporary restraint wpon the right to engage in 
foreign trade by the enterprise, as issued by the Ministry of Foreign Trade, 
is no longer valid. If the court accepts the petition and begins legal 
proceedings, the court will make a decision based upon the Ministry of 
Foreign Trade petition. That enterprise will then no longer be permitted 

to engage in foreign trade, If the Ministry of Foreign Trade does not 

submit its petition within the time limit, or if the court decides the 
responsibility does not fall upon the foreign trade enterprise, the foreign 
trade enterprise can seek damages from the Ministry of Foreign Trade for 

the loss incurred. The law also stipulates that all enterprises violating 
the laws will be fined and reprimanded. The responsible persons of the 
enterprises will be held accountable and a fine will be levied on them 
personally as punishment, according to circumstances. If the enterprise 
does not accept the verdict, it can appeal to the federal court of Yugoslavia 
or to the President. 


Yugoslavia also established and strengthened related organizations and 
offices in its efforts to strengthen foreign trade legislation. There are 
over 40 courte throughout the nation handling business disputes. Judges 
and jury members presiding over business disputes number over 1,000 persons. 
Specific offices and persunnel handling legal affairs are set up from the 
feceral level down to the basic enterprises. The federal establishment has 
e bar association, Foreign trade enterprises can seek opinions and advice 
from that bar association concerning problems in signing foreign contracts. 








association Quet Curvieh ite own opinions within 30 days after 

ving euch requests, The federal Executive Council aleo asks that any 
go trade enterprise Chat plane to sign a big foreign contract seek the 
pi of the bar association beforehand. Legal affairs personnel of 

reign trade enterprises participate in foreign trade negotiations and 
present wif opinions concerning the signing ef contracts. Yugoslavia has 
ila vod many books and Gagasines on foreign economic legislation, 
and a) COurees are offered at many universities and colleges to train 
perte, elated meetings are frequently held to summarize experience and 


siein,g forcign crade lawe and realizing state guidance and control of 
Je via various laws ate outetanding characteristics of the current 
av lLoveign trade management system. 


rineiple of autonomy is iaplemented, Enterprises are permitted to 
‘oreign markets freely, and concerned offices are set up for coordi- 
The Socialist autonomy system is present throughout every realm 
‘ lal iffte in Yugoslavia, It is the foundation of the socialist 
omic a6. political system. It is also the foundation of the current 
reign trade systea., On the basis of autonomy, the Federal Government of 
Yupo o.avie permits enterprises to freely engage in import and export trade 
in the realm of related policies on economic relations and laws, At 
same ime, it has established foreign economic coordination organizations 
“ \utcnomous organizations to develop the coordination of foreign trade. 
This is another important characteristic of the current foreign trade 
anagement system of Yugoslavia. 


. -~ 


’ ing to the regulations of the “joint labor laws," any enterprise that 
ee working experience in foreign trade, has qualified foreign trade 
ers, aod has sufficient capital can engage in import and export trade, 
approval of the Chamber of Republics and Provinces and after 
ceg stering with the court. An enterprise engaging in foreign trade has 
the right co freely select the scope of its activities with regard to region, 
duct, ov labor; to develop its own import and export plan (but imports 
d expocte of special commodities such as weapons, military equipment, and 
nat Los gust be approved); to manage ite own foreign exchange; to decide 
m acquiring capital from abroad and providing credit and loans; to sign 
int ‘investment contracts; to establish joint enterprises at home and 
abroad, or to engage in long-term industrial cooperation. 


any Yogoslav enterprises engage in foreign trade. According to statistics, 
ere are over 400 foreign trade companies and over 300 productive enter- 
riges eagaging in import and export trade, According to reports in the 
goslav papers, the number of productive enterprises entering into foreign 

sarkets in recent years is continuously increasing. Productive enterprises 
: apply Co establish their own foreign trade companies and can also freely 


a foreign trade company as the agent for their import and export 
operations by signing an independent agreement to establish the agent 











resativioalp, They ean alee enter into joint investment ventures with 
‘obetgn trade companies to establish joint management relationships, To 
solve the conflict between the productive enterprise and the foreign trade 
company, the new system ineiste that the foreign trade company and the pro- 
Juctive enterprise must enter into long-term cooperation and join the labor 
iorees and capital of both sides to shoulder the riske of joint operation 

abd (CO share Operating profits eo that both sides will be jointly responsible 
tor production and trade, 


fo realise autonomous democratic rights and to coordinate the economic 
relationship and toreign trade activities among enterprises, the new system 
has established related coordinating organizations and autonomous organi- 
eations., Foreign trade offices of Yugoslavia are the Federal Secretariat 

‘or Foreign Trade, coordination commissions, related offices of the Federal 
Economic Chamber, the Committee for Economic Relations with Foreign Countries, 
and the Commission for International Trade Union Relations. Of these, the 
coordination commissions and the Committee for Economic Relations with 
Foreign Countries have been established to adapt to the new systm. 


A new reform measure implemented for foreign exchange and foreign trade is 
the establishment of coordinating commissions within the Federal Executive 
Council and the Inter-Republican Committees. The commissions have a chair- 
man appointed by the Federal Executive Council. The Council of the Federation, 
the Administrative Commission, and the Committee for Economic Relations with 
Foreign Countries each appoints a third of the members, The mission of the 
coordination commissions is: to review and approve applications for court 
registration by the Commission for International Trade Union Relations to 
engage in foreign trade operations, provide recommendations concerning the 
execution of autonomous agreements by the Commission for International 

Trade Union Relations, select responsible persons for foreign trade organi- 
cations and cadre policies, and establish domestic and foreign organizations 
and offices; to study and guide the work of offices of economic represen- 
tatives stationed abroad and request action against workers for dereliction 
of duty and obtain results of such action; and to make decisions regarding 
the temporary suspension of operating rights of foreign trade enterprises 
which have not performed well over a long period of time, according to the 
law and based on information supplied by the Center for Information and 
vocumentation and the offices of examination of operations. The Federal 
‘oordination Commission guides and coordinates the work of the coordination 
commissions of each republic and autonomous province. Yugoslav leaders 
beltleve coordination commissions can lead the society to exert more effective 
inf ‘wenece, control and supervision over the activities of foreign trade 
enterprises and economic offices stationed abroad, and can benefit the 
coordinated development of fore ‘gn economic work according to plan, 


According to regulations of the “laws governing the relationship between 
foreign exchange management and foreign credit and loans," each republic, 
autonomous province, and the federal establishment should set up Comm .ctees 
for Economic Relations with Foreign Countries. All labor organizations, 











eign trade beOdies, Dahke, ane cooperatives that generate and use foreign 
han in thelr businesses Suet join the Committee for Economic Relations 
/it0 Powelgn Countries, Ite Gain mission is to manage foreign exchange 
evejues afd expenditures and to arrange foreign credit and loans. Its 
‘ie duties are: direct participation in the drafting of policies con- 
ei foreian economic relations, iawe and international revenue and 
expenditure plana; coordination of different opinions in the drafting of 
sue we, @houldering che responetbility of establishing distribution quotas 
r ipported commercial preducte and foreign exchange; allocation of export 
Biui © eheourage exports by way of tax exemptions or tax refunds; 
pervision @f Loreiga exchange quotas applied for by enterprises which are 
-igaped in export cccivittes and adjustment and disbursement of foreign 
snge among enlerprises; and recommendation to the federal establishment 
uggeetione concerning policies implemented for foreign credit and loans 
\ igh exchange policies. Yugoslavia believes that, as enterprises 
permitted to freely enter into foreign markets, the establishment of 
rd.oation commissions and autonomous offices for foreign trade is part 
parce. ef promu'gating the socialist autonomy systen. 


ie characteristics is firet manifested in the writing of the foreign trade 
an. Yugestavia's foreign trade plan basically utilizes the principles of 
m> cing Sarket coordination and pianned guidance. Foreign trade enter- 
rises cefer to sectal plans in drawing up any of their import plans which 
-equire approval by higher authorities, In drawing up the plans, 
otermine sroduction, production determines supply, and exports deter- 
‘ce imperts. Poreign trade plans drawn up by the enterprises must be 
ordimated with all sides. First this must be done within the trilevel 
soc ated Labor organization set up te coordinate plans for supply, pro- 
con, and the sale that cross over different business endeavors. At the 
oe, (the plans) must be coordinated with the associated labor organi- 
os that beve related profits. Based on such coordination, economic 
_noMous agreements gust be signed that clearly define the rights and 
uties of each. Then, coordinacion is established at each level up to the 
federal level. A soctal agreement oust be arrived at. On the other hand, 
a preliminary drafe must be drawn up by the Federal Council for ‘conomic 
pment and Economic Policy according to the conditions for execution of 
sian ane by special analysis as a reference for each level in the efforts 
such coordination. This involves handing the draft down from the 
' the lower echelons. It is worth noting that when the foreign trade 
on drawn up by the enterprises is not too different from that drawn up by 
retariat for foreign Trade, che secretariat takes economic measures 
ssiate the market so as to prompt the enterprises to revise their plans. 
o7 jifference is great, the Secretariat for Foreign Trade can consider 
reviging ite own plan according to domestic and foreign market conditions. 
fore, the process of coordination is a process of comprehensive balancing 
ans. At the same time, it is a process of correcting passive factors 
market and in the production of commercial products. Coordination 
at each level is realized by signing autonomous agreements and 
| agreements. This is the basis of socialist -° ‘ng. In view of 
i. definition, Yugoslavia’s foreign trade plan rea.. the principle of 
omic democracy and benefits the mobilization of the activity of enter- 
ind laborers. 








‘ile characteristic ie aleo manifested by competition among the enterprises, 
Te turther utilize market mechanieme and etimulate the enterprises to improve 
foreign trade Management and operations, Yugoslavia encourages enterprises 

‘o compete with domestic enterprises in the domestic market and with foreign 
cvterprises in foreign markets, The regulatory function of the market in 
economic development is emphasized. Good and poor management of enterprises 
should be tested by the market. Prices should reflect those of the world 
market, im recent years the Yugoslav Federal Government has reduced export 
subsidies, deemp)asized the protective function of tariffs, and stimulated 
enterprises to better their economic results. In imports, open competition 
or colleetion of at least several price quotes form the basis for selecting 
the best supplier, especially in importing bulk commodities, and domestic 
productive enterprises aleo participate in price quotes. If the domestic 

and foreign price quotes are the same, the domestic bidders have priority 
rights. Through competition among enterprises, the foreign trade enterprises 
have been stimulated to survey and research foreign and domestic markets 
seriously, to exert efforts to improve management and operations, and to 
strengthen competitive abilities, But in the international market, foreign 
trade activity must be coordinated through autonomous agreements and social 
agreements in order to keep competition among domestic enterprises from 


causing Jamage, 


The Yugoslav Federal Government emphasizes the regulatory functions of the 
market and prices, and it uses economic methods to manage foreign trade, but 
these do not signify a nullification of the duties of the state to manage 
oreign trade. Yugoslav law stipulates that if economic policy measures 
are insufficient to overcome the worsening situation in foreign trade, inter- 
national revenues and expenditures, and the market, the Federal Executive 
Council can implement temporary restraining seasures to control foreign 
trade. Dr Anton Vralusa, vice chairman of the Yugoslav Federal Executive 
Couneil, said in his explanation of the draft of the new laws: “The state 
exerts a greater function in external economic relations than in domestic 
relations, This is necessary because the associated labor organizations 
cannot control all the organizational forms required by social reproduction 
in this regard, Also, it is necessitated by modern international economic 
relations. 


ill. Existing Problems 


/iewing the above reforms of the foreign trade management system, one sees 
that Yugoslavia has combined ite domestic situation with the goal of 
reforming the activeness of its enterprises and laborers and has pushed 
forward the development of its domestic economy and foreign trade. But in 
foreign trade activities there exist several problems. The main problems 
concern the worsening of trading conditions, an inability to maintain the 
necessary balance in foreign payments, and weak measures dealing with the 
rational organization of exports and control of imports. Thus, foreign 
trade deficits and inflation problems remain unsolved, 








periods ef ferelyn trade deficits are Yugoslavia's outstanding problems. 
4 1965, Yugeslavia's foreign trade deficit was about US$200 million. In 
L978. thie inereased to USS84,3 bilidon. By 1979, it had reached over US$6 
siliion, The deflett te mostly with Western nations, about three fourths. 
i'n weeene yeare, the ability to rely upon exports to pay for imports has 
vecome weaker and weaker, During the 1960's, exports could balance 72,6 
yereent of Laporte on the average, In 1970, this dropped to 58.4 percent, 
14 1975 it dropped co 52.9 percent, and «» 1979 it dropped again to 50 per- 
cent. Yugeslavia's massive foreign trade deficit is usually eased by income 
fror, intangible trade. Sut during these last few years, the increase in 
en rom intangible trade has lagged behind the daily climbing increases 
4 toreign trade deficits. In 1977, its international payments deficit was 
vililony in 1978 dt wae USS1.28 billion and in 1979 it was estimated 
e reached US$3 billion. 


fo t to balance international revenues and expend tures, the Yugoslav 
Goverament has actively expanded exports, But in recent years the rate of 
increase i actual exports has deciined, while the rate of increase of 
imports has been rapid. Import prices are generally higher than export 
prices. A comparison of the actual amounts of trade in 1977 and 1976 shows 
an export reduction of 4 percent, an increase of 15 percent in imports, a 
rise of 1} percent in export prices, and a rise of 14 percent in import 


orieces. The actual amounts of imports and exports in 1978 were less by 1 

sereent than in the previous year. Export prices rose 9 percent and import 
‘rices rose 5 percent. The amount of trade in 1979 shows an increase of 15 

percent io exporte over 1978 and an increase of 29 percent in imports; export 
rices rose 14 percent and import prices rose 19 percent. At the same time, 
ugo lavia's export trade volume as a percentage of the world's total export 
teace has also dropped: in 1966 it accounted for 0.66 percent; in 1975 

it was 0.° pereent; in 1978 it was 0.45 percent. In addi: ton, Yugoslavia 

‘ae suftered great losses in its exports to current barter regions. Export 


es, including export subsidies, constitute only about 75 percent of 
domestic sale prices. 


jecause export revenues cannot supplement foreign exchange for imports, 

Yugeslavia's foreign debt has continued to increase. At the end of 1965 
it was USS1,.24 billion, by the end of 1975 it had increased to US$6.6 
sillion, and in 1978 ic reached USS11.4 billion. The national average of 
he foreign debt per capita is over US$500, 


ere are sany reasons for the above problems. Objectively speaking, large 
rice hikes in petroleum and other imported commercial products in recent 
ears, the tariff policies of certain Western nations, protectionism, and 
rapid development of Yugoslavia's domestic economy, as well as such 
atural disasters as the recent earthquakes, have all affected the expansion 
of exports and the increase in import prices. Subjectively, as President 
Lo pointed out: "We urgently need imports, but we cannot balance these 
sports with rational exports from our economy.” If our economy has a 
coordinative relationship, then, based on the present productivity of 














of our labor force, we can greatly raise our competitive ability in the 
world market." The Government of Yugoslavia also pointed out; "Part of 
the reason tor our deficit in international revenues and expenditures is 
rapid economic development, and part of the reason is our nation's negligence 
in determining the proportion of freely imported commodities and the 
structure and tax rates of those protected by tariffs." At the same time, 
the development of Yugoslavia's basic industries and processing industries 
is not balanced, Many raw materials and semifinished products required by 
the processing industries must come from imports. Of the total value of 
Yugosiavia's imports in 1978, reproduced materials constituted 60 percent, 
while the competitive ability of export products in the international 
market has still not increased, For this reason, Yugoslavia's 1980 social 
plans call for exemption of export taxes to encourage exports--especially 
the expansion of exports of highly processed finished products that earn a 
lot of foreign exchange. 


It can be seen from the evolution of Yugoslavia's foreign trade management 
system that implementation of the division of authority benefits the mobi- 
lization of the activeness of the regions, enterprises, and laborers and 

the development of foreign trade. But after foreign trade was placed under 
diverse management, the deficit in national defense revenue and expenditure 
increased and the burden of foreign debts increased, There are two different 
ways to solve this conflict, given the present situation in Yugoslavia, One 
is to strengthen the economic functions of the state, limit imports, and 
expand exports. The second is to closely coordinate the domestic economy 
with the world economy so that enterprises can participate competitively in 
international markets, produce commercial products that are competitive, and 
expand exports. Diverse opinions still exist in Yugoslavia as to how this 
problem can be solved. 
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FLNANCE AND BANKING 


ROLE OF BANKS IN EXPANDING ENTERPRISE AUTONOMY DISCUSSED 


beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 6, 15 June 80 
pp 17-21 


[Article by Chongqing Branch, Chinese People's Bank: "Bank Work in Enter- 
prises Participating in the Experiment With Expanded Enterprise Autonomy" ] 


(Text) Expanding enterprise autonomy is an important part of the current 
economic reform which is of extremely great importance for the readjustment 
and reform of socialist economic relationships and for accelerating Chinese- 
style modernization. In this reform of production relations, with its far- 
reachir g importance, the questions of how to fully bring into play the effect 
of banks as economic organizations and how effectively to provide an incentive 
for continual improvement and development of the national economy are major 
topics in current bank credit work which require investigation and solution. 
We have made a few preliminary efforts in this area, and below we give a 
brief introduction to our work and our findings. 


Our Work in the Experiment With Expanded Autonomy 


Since expanding enterprise autonomy is a reform of production relations, it 
inevitably affects all banks which are responsible for raising, distributing 
and managing funds in the national economy, as well as presenting them with 
new demands. Since last year, in order to adapt to smooth implementation of 
the autonomy expansion experiment and to promote continuous improvement in 
this work, we pursued work in the following two areas: 


|. Improving credit work, grasping the system in a flexible manner, adapting 
to the changes and requirements brought about by the expansion of enterprise 
autonomy. Our specific work in this area included: 


A. Rational provision of funds, taking the initiative in forming ties and 
making contacts, and actively supporting the enterprises in marketing part 

of their output and exercising their right of extra-plan production. Because 
a chain reaction of more production fulfillment, more profits realized, and 
increased income for the enterprise and for the staff and workers is occurring 
in the enterprises with expanded autonomy, these enterprises frequently make 
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jiwent requests that they be allowed to carry on overeplan production to 
various degrees, which resuite in dnereased requirements for funds. The 
macter of whether or not the funds required for this part o. overproduction 
an be fully supplied has become a key condition determining whether the 


encerprise's extra=plan production right can be guaranteed, In order to 
guarantee that the enterprises will be able to exercise this right effective- 
Ly, we bave altered our previous practice of tasuing loans solely on the basis 


of the state plan, and while adhering consistently te the precondition of 
“roalletle sales outlets, rational economizing,” we actively support these 
enterpeises regarding the funds required for production which they arrange 
(hemselves after completely fulfilling the state plan. As of the end of 

last September, 20 enterprises participating in the experiment had over-quota 


Loans of 161,830,000 yuan, an inerease of 21,300,000 yuan or more than 15 
percent over the same period in the previous year. These enterprises’ quota 
issets were up 20,210,000 yuan over the same period in the previous year, 
so Cit these two figures are basically in agreement. This indicates that 


we lave thoroughly guaranteed these enterprises' reasonable fund needs for 
saceable over-plan production. 


In the tseuance and handling of loan funds, we also adhere to the principle 
of “keep aware of the overall situation and don't concentrate on one Limited 
area." Provided that there are no accumulated goods debts to be paid, we 
support the enterprises in paying to the higher levels profits already made 
waich have been used on normal production goods and materials, in order to 
suarancee that the enterprise profit plan and financial receipts plan are 
fulfilled. In the case of enterprise special funds used on normal production 
soods ane materials, when the enterprises really needs them, we support their 
drawing upon them in order to guarantee their right of using renovation and 
transformation funds. 


The right of the enterprises with expanded autonomy to sell on their own any 
products not bought by the relevant departments and to offer new products 

‘or sale is an important condition for assuring a connection between plan 
ead) ustment and market readjustment and providing extensive possibilities 

for access to expanded markets. By making use of the banks’ broad range of 
relationships and connections to various circles, we have taken the initiative 
in establishing ties and making contacts, and thus have exerted active 
influence in support of the enterprises’ exercise of this right. 


8. Strengthening internal connections, doing our work flexibly, actively 
‘upporting the enterprises’ exercise of their right of flexible use of funds 
and of reforming their internal management systems. Expanding enterprise 


autonomy will inevitably affect the management systems which we banks 
currentiy have in effect for credits, wages, cash and account settlement. 

in practice, we feel that we should maintain an active and at the same time 
cautious attitude toward these effects, neither using regulations in an 
unrealistic fashion to tie the enterprises’ hand. and thus making the rights 
become meaningless, nor lightly casting off the basic principles of bank 
work; we should go through the situations with all relevant departments in 
toe banks, study them in advance, and work in close coordination, and while 


ly 
ke 





atihering to principles we should solve problema by a search for the truth of 
the actual situation. 


Flexible issuance and handling of various kinds of awards in accordance with 
the state's inatitutions and regulations is a right in which the organizations 
with expanded autonomy are very interested and which they use a great deal. 
Flexible issuance and handling of awards is a new type of work which we must 
gradually feel our way through and improve during continuous practice; it 

has a Wide range of influence and involves a wide variety of factors. If 

the banks do not have freedom of action and if there is excessive intervention 
on specific details, not only will this right become illusory, but the activism 
of the enterprises’ staff and workers regarding production economy may actually 
be harmed. Accordingly we adhere to two principles regarding issuance of 
awards by the enterprises with expanded autonomy: (1) all awards which are 
mde a part of production costs must comply strictly with relevant state 
regulations, and their scope cannot be expanded at will so that it affects 
state revenues; and (2) for all awards pa‘/ out of enterprise funds, the 
funding must be arranged before they are paid, and they must be made with due 
reference to collective welfare. Given fulfillment of these two conditions, 
we have generally respected the enterprises’ rights ent/rely and have not 
intervened. Naturally we reserve the right of a later reaction in case of 
awards where experience proves that there were many negative factors. 


We also support exercise by the enterprises with expanded autonomy of their 
right of arranging extra shifts on their own initiative. Because water 
shut-offs in the hottest part of the summer affected the pace of production 

at the Chongqing Tire Plant every year, the enterprise wished to arrange extra 
shifts. But because of a troublesome reporting and approval procedure and 

the fect that the wage fund was strictly controlled, they were generally unable 
to solve the problem, with the result that production could not proceed at an 
even pace. Last year we actively supported the enterprise in making thorough 
use of its right of arranging extra shifts without reporting or approval, so 
that when the water was off they did inspection and repair work and when it 
was on they organized extra crash shifts, thereby maintaining a normal pace 
of production and solving a long-standing difficult problem. 


When an enterprise has had its autonomy expanded, its enthusiasm for strict 
economic accounting and strengthening scientific management is invariably 
increased. Many enterprises carried out different degrees of reform of the 
internal management system to deal with management problems. In these cases 
we did ail that we could to give them leeway and to cooperate with them. 
Previously the Chongqing Steel Company had exercised uniform management of 
the main operation's 16 two-level plants and mines, but last year it carried 
out a sweeping reform of this unscientific management system and changed 

all 16 two-level factories and mines into internal independent accounting 
units, delegated some ma». «t and administration authority, clearly 
delineated economic resp ‘“-y, and requested that separate settlement 
accounts be opened at the oar and that they handle accounting of some 
transactions independently. A..er in-depth investigation and repeated study 
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with Che enterprise, we disagreed only with opening an account for the branch 


agricu.turai tron and steel products plant, which had not officially begun 
Operation, and the tneot and blank plant, which was about to be eliminated, 
Le we agreed with establishment of accounts for the other 14. At the same 
me, ito order to respond to the Chongqing Stee] Company's need to strengthen 
nomic accounting after reforming its internal management system and to 
promce the internal contract system, we implemented flexibily the regulation 
that ‘the consignment method (tuoshou 2094 2392) shall not be used with goods 
pickup receipts," agreeing that in settlement of accounts between the various 
dependent units in the company, consignment could be used on the basis of 
ouveyance documents issued by the company's transport department, and also 
that be ise of the increased amount and scope of work resulting from the 
cacrease in the aumber of accounts they could set up more network points 
imc acglust the composition of the Labor force for convenience in storage and 
requisition; in this way we provided the necessary leeway for the enterprise 


to retorm its Laternal management system. 


C. Helping the enterprises to ‘ind latent funds and latent resources, actively 
supp  cting the enterprises in management of funds, accelerating fund turnover, 
acca stimulating the enterprises to carry out modernization of operational 
hohogement and to make effective use of existing material and financial 
resources constitute one of the main goals of work with the enterprises 
experimenti.¢ with expanded autonomy. At the same time, because of their 
interests, the enterprises with expanded autonomy take economic 
ccouncing more seriously, and they are becoming increasingly enthusiastic 
about strengthening fund management and strengthening their requirements for 
fund turnover. Accordingly, if we choose a course of action appropriate 

' e Situation, come up with plans, act as advisors, and cooperate in every 
way with the enterprise in finding latent potential and activating their 

funds and goods and materials, this is both an important way of supporting 

“he enterprises’ needs for funds and a major aspect of supporting experimental 
york and helping it become deeper and more extensive. In this connection, 

we mainly concentrated on werk in three areas, depending on the character- 
istics of the enterprises: 


First, stimulating enterprises to faster disposition of overstocked goods 
ind materials has always been one of the difficult points in a bank's credit 
work. Im the past, it was very difficult to get unity of opinion between 
the bank and the enterprise regarding what was overstocked and whether it 
co.id be disposed of. The main reason was that there was neither economic 
pressure nor economic impetus. After enterprise autonomy was increased, it 
was urgently requested that production costs be decreased, that spending 
‘rom funds be decreased and that profits be increased, so that the enter- 
prise's and staff and workers’ receipts could be increased, and as a result 
opinions regarding the banks’ accelerating disposition of excess and stale 
sock were easier to obtain. We took advantage of these favorable condi- 
‘ions, and by detailed accounting and discovery of outlets we stimulated the 
enterprises to include disposition of overstocks and stale stocks in the 
plans for increasing receipts and saving on outlays and for opening sources 








utting down on outflows, and rather etfectively promoted the development 
of this work. 


secondly, we cooperated with the enterprises in collection of overdue sum. 
ome large and medium-size enterprises participating in the experiment have 
4 iatge range of responsibility and large amounte of their funds are tied up 


in the process of settlement, so that there are many overdue amounts. 

\ cordingly, we helped these enterprises in a serious and detailed straighten- 
ing out of the funds for which settlement was in process, drew up a detailed 
ist of overdue balances, and identified latent fund potential. In addition, 


at Che same time as across=-the board collections for the enterprises, we also 
delegated some credit personnel to join with the enterprise in going to the 
areas to which overdue sums were rather large and complex in order to get an 
inderstanding of the cireumstances, to map out measures, and to do everything 
possibile to recover these frozen funds. 


Third, we actively organized the extending of account settlement loans as 
another way of helping the enterprises speed up fund turnover. To deal with 
the problem of a lack of concern for arranging account settlement loans on 
the part of these enterprises, we energetically propagandized the importance 
of arranging account settlement loans for rational conservation of usable 
funds and acceleration of fund turnover, and provided some leeway in the 
procedure for handling them, the sums granted and the payback periods on 

the basis of the enterprises’ actual situations, thereby increasing the 
enterprises’ interest in the arranging of account settlement loans. Thus we 
not only stimulated the enterprises to speed up sales, but also increased 
usable sources of funds and guaranteed that funds would be furnished to 
enterprises in time. 


2. Strengthening bank credit supervision, making in-depth surveys and 
studies, and energetically stimulating continuous improvement and development 
of work in the experiment with expanded autonomy. Should supervision of 
enterprises with expanded autonomy be expanded? Can the supervision affect 
expansion of autonomy? We believe that one aim of expanding enterprise 
autonomy is that of intensifying management of the enterprises by economic 
measures and decreasing management by administrative measures to encourage 
rapid development of productive forces. Banks are an important economic 
‘rganization which use economic measures to manage economics, and credit 
supervision is an effective economic measure; accordingly, it is not only 
normal but necessary to strengthen supervision of enterprises with expanded 
sutonomy. We must not only adapt to changes brought on by expanded autonomy, 

it must also thoroughly utilize the banks’ capabilities for credit super- 
‘ision, and stimulate deeper and better work under the expe:iment on the 

asis of the requirements of objective economic laws. In this area we have 
done the tollowing work: 


A. Supervision of enterprise orientation toward the market and production 
in accordance with needs, and prevention of blind production. In order to 
expand output and profits, enterprises with expanded autonomy may often show 
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conci \aprovement of the rationality of stored goods 
iis constitute another important goal of expanding enterprise 
e re ut top behavior on the parc of enterprises with expanded 
does not accord with this spirit, and we help the enterprises 
ithy system and create a spirit of comprehensive accounting. 


e erprises to see that they issue awards in accordance 
egulactt nd requirements. Issuance of awards is an effective 
ust he enthusiasm and sense of responsibility of the masses in 
nc an extremely mpiex new type of work. We support the 
exercisi: their rieht of flexible use of awards, but this 
in a hand ff, laissez-farie policy. We also consider whether 
bod he spirit of considering the state, the 
ud the individual together, whether they are beneficial to 
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stimulation enthusiasm on the part of staff and workers for 
itput and low consumption, and whether they are in 
ht principle of distribution according to work. In all cases 
variance with these criteria, if they are discovered in advance 
ped ir ivance, and if they are discovered after the fact we 
realistic methods of computing awards by repeatedly going over 
which prot the enterprises to revise the awards. 
| I ‘ Them 
ir’ work experience, we have come to feei deeply that 
enterpris« itonomy has instituted economic responsibility, 
econom! nagement, and indeed has rather effectively stimu- 
. in the enterprise. Such tendencies in the 
2 enterprises as “excessive appetite” and “overstressing 
egzlecting management” have been overcome to varying degrees. 
' expanded there is a concern for sales, for decreasing 
ervation and efficient use of funds and materials, these 
mmon practic [his has created favorable conditions for our 
evelopment of edit work [In the past, the enterprises frequently 


eluctant | ccept ir proposais for stopping production of products 





for which there was fo Market and concentrating on economic effect, decreasing 
biind procurement which exceeded normal requirements, accelerating disposal 

of excese and stale commodities, and setting up 4 healthy fund and materials 
\ahagement system, which we made in order to stimulate the enterprise to 

speed up funds turnover, and sometimes we even had to lock horns, but finally 


it was only by credit sanctions that we could solve the problem. At present, 
because our objectives are largely in agreement and our views are rather 
unifie’, these opinions and suggestions can be accepted and adopted by the 


enterprises, However, because expansion of enterprise autonomy is a reform 

in which every element has ite repercussions, and is a precursor of a reform 
of Che entire management system, during the process of continual development 
and t@provement we must be able to propose requirements and questions which 
involve various other aspects of the economic management system, and these 
requirements should by rights be centrally reflected in bank work, which is a 
tool for comprehensive response by the national economy and a tool for 
maiagement of fund distribution, Currently we feel that the main requirements 
and probleme in this area are as follows: 


|. Problems for credit work brought about by changes in production, 
commodities and funds resulting from expanded enterprise autonomy. because 
the enterprises with expanded autonomy have the right of extra-plan produc- 
tion, the right of expanding reproduction by means of funds which they raise 
themselves and the right of retaining a portion of profits, there is great 
flexibility in these enterprises’ production arrangements, materials and 
goods supply, and fund utilization. This flexibility generally makes it 
difficult for our current credit system, methods and work to adapt. This 
lack of adaptability manifests itself in: 


A. Lack of adaptability of the methods for managing circulating funds. 
Because the production enthusiasm of expanded-autonomy enterprises is great, 
they always want to expand their capabilities for reproduction by their 
own efforts on the basis of the quantities in the production plans issued 
by the state and of supply capabilities for raw and other materials; and 
in addition they wish, through their understanding of market circumstances, 
to exercise their right of extra-plan production and to adjust their own 
production plans continuously, #0 a8 to increase output and receipts as 
much as possible. Under these circumstances, the existing supply and 
management method for circulating funds based on the two specifications 
“quota” and “above-quota"™ is completely incapable of adapting. In this 
icuation, in which plan readjustment is troublesome, it is especially 
di ficult to draw the line between “quota” and "above-quota,” and even if 
be drawn, it is difficult to make timely adjustments on the basis of 
anging enterprise production conditions. As the number of enterprises 
“ith expanded autonomy increases and market readjustment becomes more 
extensive, these methods for furnishing and managing credit and funds may, 
vecause of increased divergence from reality, weaken the important effect 
redit economic measures in a very rapidly developing socialist economy. 
response to this, we propose breaking out of the “quota” and “above-quota” 
mid and issuing credit in terms of enterprise fund turnover. 
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i ‘ irrent interest policy. Because the enter- 
T draw on the enterprise fund, their special 
ra eT ireze increases, but according to bank regula- 
de dra. teres matter on which the enterprises 
mn order t lecrease the loan interest which they must 
re planning hereafter to put temporarily unused 
production circulation as much as possible, so 
‘ an fun The results of this are, first to 
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he (oan items Chemeelves; accordingly, we approve of many requests for loans, 
inc uding some requests which truly are highly promising and offer rapid 
returns, but cannot give the essistance requested. We feel that this two- 
ayered Management method for selecting loan items has many faults, since 
it not only deprives the banks of the right of tesuing medium and short term 
‘cane and makes them unable to "go out and find loan prospects," but in 
general is also at varlance with reality, resulting in waste of funds and 
sometines making them unavailable in emergencies, while those who are sent 
to us Sometimes do not really need them. Moreover, there are two othe, 
probleme. One is that owing to the fact that met of the item considered 
by Che provinetal economle committees are rather large-scale items which 
regquice large ampunte of money, most of the medium and small scale item 
canmoe get into the running. The other problem is that the loan funds all 
sre concentrated in the provincial branches, and the municipal branches 
do fot have the right to act at discretion and handle them flexibly, so that 
‘ve tesuance of medium and short term loans involves a complicated procedure 
with many steps, a long turnaround time and low work efficiency, and the loans 
cannot be provided tn a timely manner. In view of these circumstances, we 
Suggest that the distribution and management of loans should be mainly the 
banks’ work, and they should not be supplanted by other departments. The 
issuance of medium and short term loans should be carried out by the banks and 
by “twoeway combinations" of the economic committee with the provincial branch 
and municipal branch, with the precondition that the bank is in the primary 
position. This means that the provincial branches, after a limited study by 
the economic committee at the same level, and on the basis of the economic 
committee's requirements regarding the overall regional economic structure 
and readjustment of its layout, will determine prospects and focal points 
for medium and short term loans; and the municipal branches, in keeping with 
this spirit, and in accordance with the specific circumstances in the 
enterprises under their jurisdiction, will take charge of issuing the loans. 
Some loan quotas should be handed down to municipal banks for their issuance 


wi rk , 


How to deal with the sizes, categories and sources of awards. Supervision 
f award payments made by the enterprises with expanded autonomy is extremely 
omplicated. in the past year, although we have stressed that it must be 
determined whether awards that are made are legally included in costs and 
whether che funds have been arranged before the awards are made, because there 
ire no clear categories, sizes and sources of awards paid out by enterprises 
with expanded autonomy, in actual practice there are many difficulties. The 
awards which these enterprises currently enter under production costs include 
pes such a8 comprehensive awards, conservation awards, production awards, 
juality ewards and technological awards, and with the exception of a few 
wards which clearly should not be included in production costs (such as awards 
for above-plan profits and the Like), which we have stopped, the other 
itegorites cannot be clearly delineated, and it is hard to determine whether 
my of them should be included among costs. In addition, because the enter- 
prise tund and other special funds (such as the renovation and transformation 


fund, the welfare fund, the major overhaul fund and the like) are all included 





i int, and be ‘ T wards pald out of the enterprise fund 


merous categories and are hatd to identify, the bank has 
rOoups.e PTinGang f Whethel r mot they have been arranged for 
paia oul jseure that the principle of taking simultaneous 
= the enterpriee and che individual te constatently 
et a \ealthy awards Management system, we suggest 
rovin mk branches and fe evant departments get together to 
er or not tt ds possible to specify that since the economic results 
tion, overproduction, technical tnnevation or quality improvement 
17 reliected as increased profite, the enterprise and workers can 
iin percentage of the increase in question as an award. Accord- 
rder Co guetantee state revenues, excluding the comprehensive 
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see tund, tc must be clearly determined what proportion of 
» fund they represent, and provided that they are arranged for 
are within che proportional range specified by the state, 


res pe the enterprise's rights and acquiesce in their making 
gennent themselves In order to assure that the funds really 
ged for before they are paid out and that the proportions specified 
not exceeded, enterprises with expanded autonomy should set 
accounte in the banks. 


 Guestions discussed above, the question of how to assure 


et rprises with expanded autonomy will use their rights effectively 
& certai pr ,ems. In regard to production plan autonomy, 
generac io exercise it only when production assignments are 


and when they refuse production plans hand sd down by depart- 
eher levele, in which production and sales are not connected, the 
ess. Im addiction, the right to share in foreign exchange credits is 
snich enterprises producing products to be sold abroad have great 
it how the right is to be embodied, how the division is to be 
ind \t departments shall carry it out are unspecified, so that the 
rise ave a right which they cannot use. In addition, like other 
is the enterprises with expanded autonomy react rather intensely 
' requirement co ‘eliminate use of the consignment system in 
cup iovoices.” Because of exercise of the right by enterprises 
auconomy, the scope and objects of economic transactions 
extensive than previously, and their forms are much more flexible 
than ever before, but when goods pickup invoices cannot be 


‘ (gnment method the exercise of these rights is greatly 
jecause ic is impossible to use the consignment method, the 
niy use the remittance method, which is inconvenient and 


speeding up iund ircuiation. 
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MORE RESEARCH INTO COAL GASIFICATION, LIQUEFACTION NEEDED 
feijing GUANGMING RIBAO in Chinese 26 May 80 p 2 


\Article by Fan Youde [5400 2589 1795): “Concerned Experts at a Specialty 
Conference Call for Accelerating the Pace of Scientific Research on Coal 
Gasification and Liquefaction") 


(Text! How can we make the over 100 million urban residents in our 
country and industrial production use coal gas as soon as possible so that 
we can solve the problem of environmental pollution crested over large 
areas by the direct 'urning of coal? How can we raise the thermal effi- 
cieney of coal in order to save large amounts of energy for the con- 
struction of the four modernizations? These were the central problems 
seriously investigated by the experts at the second conference of the Coal 
Gasification and Liquefaction Group of the National Science Commission, 
recently convened at Yantai in Shandong. 


The participating experts first emphasized that improving scientific re- 
search work on coal gasification and liquefaction has great meaning for 

our country's construction of the four modernizations. Our country's 

coal resources are rich, and they are our country's number one energy source. 
At present, we utilize the traditional method of burning coal, in which 
thermal efficiency is very low and waste is very great. When burned 
directiy, coal puts out large amounts of sulfur dioxide, nitrogen and oxygen 
compounds and such harmful materials seriously damage people's health. 

Coal gasification and liquefaction are capable of taking coal, the dirty 
fuel, and transforming it, raising its energy efficiency, its transport- 
ability, and its cleanliness. Because of this, implementation of coal 
gasification and liquefaction is a response to our country's policy of 
making coal the principal energy source. The large-scale use of coal is 

the path of necessity. 


These experts consider that in order to accelerate our country's research 
into coal gasification and liquefaction, we should, on the one hand, 
earnestly study the prior experience of other countries, yet at the same 
time we should further analyze and settle on our own technological line 
based on our country's actual conditions. The experts decided that the 








Limes of attack in our country's current coal gasification and 


Clon research 4 ‘tarting from the present international 
el, he Hext se « should strive to attack, using the 
yale f liquid, puri, ‘seurized gasification to produce city 
| ; use powdered d under pressure, to produce synthetic 
it 1k Bae) Ube a aire 4 .of system to produce ashless, low- 
iracitvely Ligheviseosity refined coal; and ua an indirect 


eliactlon syetem to obtain sig’ oetan gasoline. These are the tech- 
ceys. Several senior ex erts pointed out chat from now on, 
er to develop a solid foundation for coal gasification and iique- 
technology, we should take seriously the st uctural chemistry of 
the chemistry of ecoel ini lue.ces dynamics, which influences 


on ering and basic research in such aspects as catalysts for coal fires, 


he participating experts suggested strengthening the management of the 
izations conductiug research into coal gasification and liquefac- 
ey want to improve the corresponding technology of systems 
ering. They want to mobilize those technicians who were engaged in 
ines of work in the past, but now have changed professions, to 
eturos to this work. They called upon the major institutes and schools 
meerned Co reopen or to establish specialties in coal chemistry and 
eny neering, while qualified experts and professors should positively 
Qe postgraduate students, cultivating those people who will make 
tions in coal gasifaction and liquefaction technology. These in- 
jividuals should aiso positively develop international scientific and 
mologleal cooperation, establishing with the r opposites long-term 
tive relationships. Moreover they should, on the basis of mutual 
fic, invite foreigners engaged in similar work to come to China to 
erate in developing coal gasification and liquefaction technology, 
is to facilitate raising our technological level through such coopera- 
tion ‘he experts also want to place expenditures for scientific research 
gasification and liquefaction in the national plan, setting aside 
al expense accounts, and to make available special funds for special 
n order to develop rapidly this class of technological creation and 
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* necessary material conditions. 
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, 
YOUNG WORKER BULLDS SOLAR FURNACE, SOLAR OVEN 


Shanghal JTEFANG RIBAO in Chinese 29 May 80 p 1 


[Article: "Called a Counter revolutionary 'Solar-Power Nut' Under the ‘Gang 
of Four,’ Young Worker Chen Zide [7115 0823 1795) Built a Solar-powered 
High-temperature Furnace: Yesterday the Municipal Solar Power Society 
Inducted Him as a Member") 


(Text | Formerly called a "solar=power nut", a young worker, Chen Zide, 
yesterday was inducted as a member of the Municipal Solar Power Society. 
His independent designs for a high-temperature solar furnace and a solar 
oven have already been sent to Beijing for formal display in the May, 
National Exhibition of Achievements in Solar Power Scientific Research. 


Chen Zide is a young worker at Shanghai's Construction Machinery Plant who 
is now 33 years old. In 1969, falsely accused of "maliciously attacking 
the comrades of the central leadership," he was kept in isolation for 
interrogation for over 2 years; later he was charged with displaying 
characteristics of contradictions between the enemy and ourselves and 
carrying out the present counterrevolution in the internal contradictions 
among the people. But he did not submit to the oppression of the "gang 
of four,” and he went every day to the municipal library to read and study 
earnestly. During this period, the problem of energy sources attracted 
his attention. From that time on, he whole heartedly devoted himself to 

a new energy source--the study of and research into solar power. During 
the middle part of December 1976, he researched and built a household 
solar hot water heater. At that time, the average outside temperature 

was about zero, while in the afternoon, the water put out by the solar 
water heater was 68 degrees. 


Shortly after this, he set himself to designing a solar-powered high- 
temperature furnace, utilizing an optical system to concentrate the energy 
of solar radiation, in order to obtain a source of clean high-temperature 
energy. The high-temperature furnace designed by Chen Xide uses 1,096 
small glass mirrors and has a diameter of 3,850 millimeters. In order to 
follow the sunlight,the entire large light collector can rotate 360 
degree, while each small piece of mirror can also move up and down. Al- 
though his houselold finances were tight, Chen Xide spent his own money to 
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mw wgments of old mirrors and processed these different large and 
| pleces into uniform emall squares, The mechanical labor to process 
rduous, but he mobilized his wife, who was at home 
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inly | ron thi Lilness, as his assistant. 


‘ar=power nut, Chen Xide's spirit of total absorption in his research 
wny other people. They freely joined the ranks of those doing re- 
rroduce a solar, high-temperature furnace. <A young female worker 
ber=processing plant, Zhou Zhengfang [0719 2973 5364], who had just 
cd from technical school, also had the ambition to develop the four 
uernleations; after observing the production of the high-temperature 
I furnace, which triggered great enthusiasm in her, she came every 
ay trom her own job to participate voluntarily in the work. At the con- 
uipment plant, there were several young workers who became 
Chen Xide's spirit, and on their own initiative they came 
work overtime." The latter part of the work on the high- 
rnace was carried out with the backing of factory leaders, 
‘ted manpower and material means to assist Chen Xide in complet- 
With the Municipal Science Society also providing powerful 
high-temperature furnace was brought to completion and, 
‘tely experts came to the factory to visit and provide their cri- 
. Chen Xide placed a 6=millimeter-thick piece of copper in the high- 
rature furnace, and in less than a minute the piece of copper had 
ited. According to the experts’ initial determination, the workman- 
: this high-temperature furnace was excellent, its qualities and 
‘icles were good, and it produced minimum temperatures of 1,300 
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ntinuous determined efforts, Chen Xide needed only a little over 
‘months to produce a solar-powered oven that can be used to dry 
onerete castings, pharmaceutical products, grains, and animal 
an examination and determination of its technical stage by 
construction and industry bureaus, its main technological 
haracteristics were found to meet the requirements, and it was determined 
>e a new achievement in China. Throughout the country many provinces, 

ities, and autonomous regions have sought to buy the design plans 
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YANGQUAN SEEN AS ENERGY BASE FOR SHANXI 
Beijing RENMIN RIBAO in Chinese 9 Jun 80 p 3 


[Article: "First Secretary of Yangquan Municipality Has Published an 
Article in SHANXI RIBAO: ‘If Established as the Energy Base for Shanxi, 
Yangquan Will Make Many Contributions'")] 


|[Text| Recently, in an article published in SHANXI RIBAO, the first secre- 
tary of the Yangquan Municipal CCP Committee, Ma Jie [7456 238], brought 
out Yangquan's advantages for and many contributions toward its being 
established as Shanxi's energy base. 


Ma Jie pointed out in his article that Yangquan is situated on the northern 
boundary of the Qin River coal field, so its coal resources are extremely 
rich, and it already has over 800 years of mining history. Yangquan has 

a reputation for abundant production of anthracite, the coal seams are 
large and, moreover, the coal stratum is very stable and is buried rather 
shallow. Coal generally can be found just over 100 meters below the sur- 
face, so that mining can be started with only a small investment and re- 
sults are seen quickly. At the same time, looking at the sacle of Yangquan's 
present coal distribution offices and production, these secure it as a 
comparatively good place for establishment as a major anthracite base. Ir 
the municipality there are a total of four national coal mines, eight local 
coal mines, and 70 commune-operated coal pits; the production equipment in 
all of these comparatively good. The mining, movement, and grading of 

coal to be put on cars for shipment has been fundamentally mechanized. At 
the same time, Yangquan has comparatively good transportation facilities. 
The Shijiazhuane-Taiyuan electrified rail lime, which runs east and west, 
passes through Yangquan, and the large mines, both national and local, 

have their own rail spurs. Major highways lead in all directions. Based 
on the Yangquan area's natural resources and its conditions for expansion, 
and looking at the situation from the basis of its present production, 
Yangquan already has the potential for an annual production of 15 million 
tons of primary coal. The Yangquan Mining Bureau calculates that by 1985 
there will be further increases of several million tons; added to the de- 
velopment of the local and commune coal mines, this could raise annual 

coal production to about 20 million tons. 








‘he artlele said that if we are to accelarate Yangquan's development as an 
anthracite base at the same time as we positively Lmprove coal production, 
we should carry forward work on constructing the base, Each trade and 
enterprise in agriculture, industry, communications and transport, culture 
and education, public health, and urban development will, around the 
cevelopment of the anthracite base, improve, readjust, and restructure 

‘tep by step so as to establish the coal industry as the chief economic 
‘tructure. This means establishing well a base of vegetables and supple- 
entary foodstuffs and developing the machinery, electronics, instruments, 
and such industries and light industries as are necessary for coal produc- 
tion. We will expand the electrical, communication and transport, and water 
supply capacity and we will move ahead in improving municipally constructed 
or established housing suitable for managers and workers who are construc- 
ting the coal base, as well as schools, hospitals, and cultural and enter- 
tainment facilities. 


in conelusion, the article said that Municipal People's Council has re- 
cently brought together leadership cadres from the coal front, each trade 
and enterprise, workers, engineers, technicians, and other specialists to 
take part in several symposia aimed at proposing, studying, and criticizing 
ideas specific to this problem that will improve knowledge and unify 
thought. All indicated that they wanted to bring fully into play the 
Yangquan area's superiority and bring out Yangquan's unique contributions 
tor becoming a powerful energy base for Shanxi. 
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FUELS AND POWER 


BRIEFS 


POWER PLANT ADDING GENERATOR=-Shijiazhuang, 4 Aug (XINHUA)--A new 200,000- 
kilowatt generating unit is being added at the Matou power plant which is 

the main supplier of electric power to southern Hebei Province, North 

China. It is expected to go on stream before the end of 1981. The plant's tota 
total generating capacity at present is 650,000 kilowatts. In 1974, the 

plant had only two 25,000-kilowatt generating units. The plant supplies 
electric power to the nearby Fengfeng colliery which has an annual output 

of over 10 million tons of coal. It also supplies dozens of large or 
medium-sized plants and mines in the vicinity. Expansion of the plant 

will provide more power to neighboring industrial facilities and cities in 
southern Hebei. The northern part of the province is supplied mainly by 

the Douhe thermal plant in Tangshan, which has a generating capacity of about 
800,000 kilowatts. [Text] [0W060258 Beijing XINHUA in English 0251 GMT 

6 Aug 80] 
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MINERAL RESOURCES 


MLNERAL RESOURCES IN QAIDAM BASIN RICH, VARIED 


Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 26 2 Jul 80 
pp 25-26 


[Article by Fang Jingen [2455 6855 2704): "Our Motherlond's Great Treasure 
Basis--Caidam Basin" |] 


[Text] "Over the past 30 years since the liberation of our country, through 
geological general surveys and explorations, we have discovered some 70 
large and small salt and mineral deposits which chiefly include boron, 
potassium, lithium, magnesium, table salt, mirabilite, native alkali, as 
well as such mineral products as rubidium, bromine and iodine. Some salt 
lakes contain relatively highly radioactive elements, such as radium, 
thorium and uranium," This statement was made not long ago at a conference 
in Beijing by Wang Shitai [3769 2514 1132], Mineral Department director of 
the Qinghai Provincial Bureau of Geology who was telling the reporters 

about the mineral resources in Caidam Basin. 


Qaidam is one of the largest and thickest sedimentary iniand plateau basin 
in our country. Located in the northeastern part of Qinghai Province, it 
covers approximately 200,000 square kilometers, wh’ h is equivalent to twice 
the area of Zhejiang Province. It is surrounded b tail mountains: Altun 
Mountain in the northwest, Qilian Mountain in the northeast, and Kunlun 
Mountain in the south. The basin is situated 2,600-3,000 meters above the 
sea level. Inside the basin are widely distributed laces, rich resources, 
fertile and beautiful pasture land, arable wasteland, and unique meteoro- 
logical conditions which are suitable for developing agriculture. It is 
thus known as “treasure basin." 


But in the old society, Caidam was a desolated land sparsely populated. In 
the Tang Dynasty, the poet Dufu once wrote a poem which went: "One can not 
see the edge of Qinghai; since ancient times the bones of the dead have 
remained untouched; while the old ghosts grieve the new ones cry; beneath 
the overcast sky and amidst the wet weather, one can hear their pitiful 
cries." For ages, the reactionary rulers locked up the rich treasure 
mountains and basins in the deep abyss of endless humiliation. "Desolated 
sand with only one column of ascending smoke", "thousands of miles of sand 
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he takes in Caidam are bright and jlortul, Some have v4 ‘apahees of 
lear, dark green water which reflect the blue sky, white ciouds and snow- 
capped mountains, and are surrounded by silvery white salt, just like a 
beautiful painting. Some lakes have "dried" surfacea which have become 
hard salt covers, Underneath the sale covers, there are huge deposits o! 
orimne. Among the solid state sediments, there are numerous queer and 
attractive crystals of all shapee wich are thus named snowflake salt, 
pearl salt, noodle salt, mushroom salt, crystal salt, salt stalactite, 
Made trom brine, carnalite rocks look like corals or pagodas, 

Naturally formed gypsum flowers look Like gem blossoms, Some salt crystals 
ave excellent transparency, and can be used as optical lenses or carved 
into all sorts of art works, Some salt crystals have yellow, orange and 
milk white luster and are thus known as "color glass salt," 


Lake salt is not only used as food, but also an important raw material for 
the chemical industry, Thus, the salt lakes in Caidam will become a major 
base for China's chemical industry in the future, 


When he mentioned the mineral reserves in the salt lakes, Wang Shitai said 
that the salt lakes in Caidam bear enormous deposits of high grade lithium 
mineral, which is a rarity, Lithium is at once an important thermonuclear 
material and a fuel for hydrogen bombs, rockets, nuclear powered submarines, 
ind new types of jet planes, Caidam's potassium chloride reserves account 
for over 90 percent of the nation's total reserves. Boron accounts for 
41.4 percent of the nation's total reserves, 


fhe prospective reserves of Caidam's asbestos is equivalent to the current 
nationwide total reserves, The most wellknown asbestos mine is found in 
Mangnai., According to test results, Mangnai asbestos is characterized by 
excellent insulating property as well as strong resistance to acid, and its 


eat resistance is up to industrial standard, This type of asbestos includes 


such accompanying minerals as talc and serpentine which are available for 
nprehensive utilization. 


Caidam's Xitieshan is well known for its lead and zinc minerals. It is 
situated along the Qinghai-Xizang Railway, and mining is fairly convenient. 
The mine not only has large reserves of high grade lead and zinc, but also 
such precious metals as gold and silver, as well as nonferrous metals and 
rare-earth metals, such as tin, antimony, molybdenum, etc. There are large 
serves of gold and silver amounting to the magnitude of a large-scale 
ine, some 140 lead-zine ore bodies have been discovered, the thickest 
which is almost 60 meters thick, and contains high grade ores. Some 
recovered lead-zinc ores can bypass ore dressing and be directly 


fed int smelting furnace Se 
ridam’s geological nditions are favorable to the formation and storage 
leum; from east to west, one can find oil and gas.” 
iidam's petroleum industry has bright prospects ahead, Back in the early 


1950" etrol explorers were sent here to find petroleum for the 














astern ortion f the Dasin, Litenaeive ef forte afe being, Made to 
istruet the Longyanhg Hydropower Station in the upper Freaches of Yellow 
iver on the other side of Kunlun Mountain, All this indicates that Caidam 
sift has efitered 4 new period of deve lopment and that the mineral resources 
nH the treasure basin” are bound to play a greater role in our Motherland's 


ul wdernizat ivVtina prouRran, 














Beijing GUANGMING RIBAO in Chinese 9 May 80 p 2 


Article by Cheng Yuqi 4453 5940 3217]; “Mineral Resources 
Must be Protected” | 


Text) China ie a vast country of abundant resources and has 
abundant mineral resources.Nonetheless, the destruction and 
waste of mineral resources is an extremely serious phenomenon. 
There has been neglect of comprehensive evaluation, exploitation 
and utilization. In mining such phenomena as taking th large 

and discarding the small, exploiting the rich and neglecting 

the meager and doing what is easy and avoiding what is hard 

are all too common. Moreover, some communes operate mines with 
neither chyme nor reason, diluting the ores and sometimes even 
ruining the mine. According to incomplete statistics from con- 
cerned departments, the average rate of mining loss for some 

of our major minerals is as high as 40-50 percent. Add on the 
mineral loss rate of some ore dressing and refining enterprises 
und the trueutilization rate of minerals does not reach even 50 
percent. Mineral resource reserves are also very limited. They 
were formed over long periods of geologic time, grercessy re- 
quiring millions, hundreds of millions or even billions of years 
to be formed, They are such that they cannot be reformed. There- 
fore, thereare those who think that our country is vast and 

rich and are unconcerned about wasting some mineral resources; 
they waste mineral resources and carelessly ruin the mine in 
order to fill that year's production quota. Such practices 
cannot continue. I believe that in order to protect and 
reasonably exploit our country's mineral resources the following 
actions should be taken: 


First, propaganda must be strengthened to make the broad cadres 
and masses realize that mineral resources are basic and stra- 
tegic materials. In foreign countries some presidents and 
premiers personally take charge of work in geology and mineral 
products. The United States Congress requires the Department 

of the Interior to prepare an annual mineral resources report. 








Some countries place great value on mineral resource storage 
and place permanent restrictions on a few important minerals, 
mining them only when necessary. The United States and other 
‘ountries make huge expenditures to purchase crude oil to place 
nf underground storage. Generally speaking, to become an 
economically powerful state it is necessary to first be a 
country of vast resources. We must value our natural gifte and 
the abundant mineral resources of the Chinese nation and make 
them -xert an ever greater force in building the four transfor- 
mations. 


The second is to quickly formulate and promulgate mineral 
resources laws. On the international level, many countries 

nave formulated relevant laws to provide overall strength in 
the protection and utilization om mineral resources, some for 
as long as the last 100 years and with excellent results. 

China still lacks a mineral resources law, so that each enter- 
prise and each system follows their own practices in prospect- 
ing and surveying, developing mines and exploiting mineral 
resources. How can this lead to any planned proportional deve- 
lopment? The time is ripe for summing up 30 years of experience 
and learning and for formulating a set of mineral resource laws. 


Tne third to to establish a unified structure for management 
oversight in order to protect the seriousness of these law 

and regulatiors, assure compliance and ensure punishment for 
infractions. 


The fourth is to reform the current mini enterprise manage- 
ment system. The storage of underground mineral resources is a 
complex matter as the same mine district may have several 

types of mineral intergrowth. At present, mine enterprises are 
divided into different industrial departments, each department 
usually only mining that departments mineral product and dis- 
carding the other mineral products. Examples are coal mining 
which disregards the intergrown bauxite and fire-resistant 
clays, and sulphur mining in sulphur-iron mines which extracts 
oniy the sulphur and leaves the limonite, and so on. Therefore, 
| advocate establishing a unified local excavating industry 
system in order to carry out unified comprehensive exploitation 
of the mine area's diversified mineral products. 


The fifth is to strengthen scientific and technological re- 
search, elevate the overall level of the prospecting and sur- 
veying, improve the revovery rate in the mining, separation and 
refining of mineral resources and the mineral resource utiliza- 
tion rate, and attain a completely reasonable utilization of 
mineral resources. 


“he sixth is to establish a prospecting and survey record system 
and a mine operation permit system, to investigate such topics 
as compensation for use of geologic materials, compensation for 
mineral resources, prices for and taxes on mineral products, and 
the gradual development and promulgation of economic management 
methods for mineral resources. 
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HEAVY LNDUSTRY 


BRLEFS 


ITLIN FACTORY POLLUTLON=-Changchun, 3 Aug--A steel wire factory in Siping, 
, city in northeast China's Jilin Province, has eliminated lead pollution 
thanks to a new process that requires no lead in producing steel wire. Tne 
tactory is the first in China to use this advanced process. Most Chinese 
and foreign steel wire factories presently use the conventional lead tech- 
nique, which endangers the health of workers. In addition to eliminating 
lead pollution, the new process raises output, improves quality and cuts the 
consumption of electricity. The factory worked with a research institute 
under the Ministry of Metallurgical Industry, Jilin Engineering University 
and other units in the country to develop the new process. [Beijing 

XINHUA in English 0727 GMT 3 Aug 80 OW) 


ANSHAN TRON-STEEL RETAIL--Shenyang, 3 Aug--China's largest iron and stee! 
company in Liaoning Province, northeast China, has set up a retail outlet 
to sell its products directly to the end-user for the first time in its 
history. Formerly Anshan's steel products were entirely controlled by the 
state and distributed according to state quota. The retail outlet was set 
up last September and sells steel products to units and individuals whose 
needs are not covered by state quotas. By the end of June, the store had 
gold 17,250 tons in 319 varieties to 2,222 customers from 24 provinces, 
cities and autonomous regions and :eslized 2.77 million yuan in profits 
which it turmed over to the stace. When the steel complex officials 
learned that welded steel pines, steel sheets and hardware were badly 
needed by rural and Light industry, they put 3,950 tons of welded pipes, 
1,927? tons steel sheets and many kinds of steel plates on the market. The 
retall outlet undertakes mail orders for customers in remote areas and its 
staff goes to Shanghal, Guangzhou and other areas to transact business. 
[Beijing XINHUA in English 0720 GMT 3 Aug 80 OW] 
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! INDUSTRY 


- 


TIANJIN LIGHT INDUSTRY BEGINS TO OUTSTRIP HEAVY INDUSTRY 
Tianjin TIANJIN RIBAO in Chinese 11 May 80 p 1 


L\Unaigned article: “Tianjin Light Industry Hy to Outstrip 
moevy _tndustey: First Results of a Thoroughgoing Policy Adjust- 
ment” | 


(Text) Our reporter Gu Peichuan [7357 1014 1556] obtained the 
relevant statistics from the Municipal Bureau of Statistics: 
From January to April this year, of the total amount of industry 
in Tianjin, the proportion of light industry had reached 51.2 
percent, thus starting a change from the longtime predominance 
of neavy industry over light industry. This is the first sign 

of results of the Tianjin Department of Industry's policy of 
adjusting the national economy. 


Responsible persons of the Municipal Bureau of Statistics told 
this reporter that light industry has been making rapid advances 
and has a direct role in improving national market supplies, 
satisfying the people's livelihood needs, increasing exports 
and increasing financial administration income. 


An analysis of the January to April light industry production 
figures shows that many light industry products, especially 
some with market shortages, have relatively great increases 
over the same period last year. Examples are sewing machines 
which increased 41 percent; bicycles which increased 22 percent; 
television sets which increased 2.5 times; leather shoes which 
increased 19 percent; and woolens which increased 14.9 percent. 
A number of export items also had relatively good increases, 
with dining utensils increasing by 29 percent; rugs increasing 
by 41 percent and export clothing increasing by 66 percent. 


Because of the quickened speed of production in light industry, 
more profits have been turned over to the higher authorities 

and the situation for currency withdrawn from circulation is 
also relatively better. In the first quarter the First Bureau 

of Light Industry and the Bureau of Textiles both turned over to 
the higher authorities profits more that 40 percent higher than 

















those for the same period last year, a total of 49 million yuan, 
over half of the total amount the whole municipality turned 
over to the nle@her authorities. 


After analyeing these figures the responsible person at the 
Municipal Bureau of Statistics pointed out: Even though our 
municlpal light industry production for this quarter increased 
by 22 percent over that of the same period last year and 
surpassed heavy industry by 9 percent, however compared to 
advanced areas throughout the nation, the speed of advances 

in light industry ia still ineufficient. If the industrial 
departments can take advantage of the relatively good basis in 
light industry, advance in initiating movements to increase 
production and economize, produce quality goods, and accelerate 
actione to develop our potential, then in the future this city's 
Light industry production will continue to maintain a relatively 
quick pace. 
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LIGHT LNDUSTRY 


SEVERE LOSS REPORTED LN SHANGHAI CHEMICAL PLANT FIRE 
Shanghai JLEFANG RIBAO in Chinese 7 May 80 p 3 


[Article by Li Caiqin [2621 6846 5367] and Huang Shirong [7806 1102 5554); 
"Heavy Losses Sustained by Wujing Chemical Plant from Fire Yesterday" 


(Text| At about 0915 hours yesterday, a major fire broke out in the cool- 
ing tower of the steam workshop at the Wujing Chemical Plant; cooling 
towers ‘\o 1 through No 5 were completely burned, and cooling tower No 6 

was also damaged. Each tower was filled with 20 tons of polypropylene 
fillers worth 130,000 yuan. With other equipment added, the total economic 
loss amounted to about | million yuan. This was the greatest fire in the 
city in the past 2 years. 


At 0920 hours the municipal station received the fire alarm and immediately 
dispatched 16 firetrucks and 191 commanders and fighters to the scene; with 
the assistance of the firefighting team and the masses of employees and 
workers at the plant, they extinguished the fire at 1019 hours. 


Altogether, this workshop had 10 cooling towers. According to the original 
design no sheds were installed atop the towers. In order to improve the 
cooling effect and save energy, the plant decided to install steel-frame 
sheds atop these towers. This work was started on 29 April. Because a 
great deal of fire was required for welding and cutting, the firefighting 
team of the plant, with the approval of the plant's security department, 
dispatched personnel and trucks to be on duty at the scene during the 
period when torches were to be used, and also prescribed that the period 
for using the torches was to come to a close on 5 May. On 2 May, the work 
was finished up to a point, and the firefighting personnel and trucks on 
duty were withdrawn, 


Because installed sheds atop the towers were not high enough, the plant's 
capital construction department decided to do the job all over again by 
using oxyacetylene torches to cut the steel frames and then weld more 
sections onto them to make them higher. When the torches were used this 
time, neither the plant office nor the firefighting team was informed. 
Relevant leaders of the steam workshop thought the problem was not very 








took it upon themselves to give consent and le. the matter 


proceed, when a worker was cutting the Last piece of angular tron of the 
‘hed atop tower No 2, a thumbe-size plece of slag fell or the asbestos 
cloth previously put atop the tower to keep sparks from falling inside 


je tower, igniting the polypropylene tillers there. After the fire got 
started, because the plant was under inspection for needed repairs, and 

the water was therefore turned off, even though fire trucks were dispatched 
to the scene quickly enough, the water supply was short and was unable to 
catch up immediately; the fire swiftly spread further. 


the concerned authorities will solemnly deal according to regulations 
with those responsible for this fire incident. 


t is understood that when the cooling towers were installed and inspected 
for repair, careful security measures were not adopted, with the result 
that imeidents had already occurred several times in which sparks from the 
oldering and cutting operations had ignited the polypropylene inside the 
tower. Yet leaders of no small number of units still failed to pay atten- 
tion. The municipal fire station was of the opinion that the various units 
should absorb the lessons from this fire disaster, very strictly control 
operations in which there is the use of fire, carry out preventive mea- 
sures, and do a good job of assuring safe production. 


9255 
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LIGHT LNDUSTRY 


RADLO PARTS PLANT TAKES STEPS TO PREVENT FURTHER THEFTS 
Shanghai JIEFANG RIBAO in Chinese 7 May 80 p 3 


(Article: "Absorb Lessons of Silver Theft, Strengthen System of Regula- 
tions; Xinle Radio Parts Plant Adopts a New Outlook") 


(Text}] The Xinle Radio Parts Plant has absorbed lessons from the cases 
ot silver theft last year and has mobilized its employees and workers to 
find the loopholes and detect the hidden causes of trouble, to rectify 
and strengthen its system of regulations, and reinforce its security and 
preventive measures, Since the beginning of this year, order in the 
entire plant has been very good and it has actually taken on a new out- 
look. 


The Xinle Radio Parts Plant is a plant under collective ownership which 
specializes in the production of various kinds of potentiometers. In the 
relevant process of production, there is a silver-plating process that 
uses several hundred jin of silver each year. At the beginning of last 
year, because cadres in the workshops had been either retired or trans- 
ferred and a large number of young workers had entered the plant in their 
place, the original system of regulations that had functioned effectively 
was now less strictly observed, and this resulted in a general state of 
disorder. From May to December last year, 3 cases of theft took place, 
and 51 jin of silver was stolen. The stolen goods, however, were recovered 
each time by the public security organs, so no loss was sustained. 


Under the prodding of the bureau and the company, the plant convened many 
mee ings and seriously examined the situation from the point of view of 
ideology and the management system. The secretary of the plant's party 
branch undertook leadership responsibility by indicating that he was 
determined to change the style of operation, to strictly enforce the system 
of regulations, and to resolutely stop up loopholes. In order to enforce 
the punitive effect, the plant office, in accordance with the opinions 
expressed by the masses, meted out solemn reproofs and economic punishment 
to the nine persons responsible for the silver theft. Reward money in- 
tended for the concerned personnel, including the secretary of the party 
branch himself and the security cadres, was withheld. 











this, the plant mobilized the entire body of employees and 
r ke | to look for loopholes, detect hidden causes of trouble, make 
elevant connections with realities, and thereby revise the existing 
sures and arrangements. with direct reference to the situation in 
the plant, in which dangerous materials and precious goods Like thistle, 
| soda, hydrochiorle acid, an@ silver abound and are at the 
uio Cime stored in scattered locations, they formulated strict procedures 
for taking out goods, putting in goods, storing things away, receiving 
and distributing materials, etc. They also put into practice a system o! 
Loying two persons with two different locks at the warehouses and regis- 
terins iil goods according to their respective amounts, Iron bars were 
instailted on the doors and windows of the warehouses where silver and 
mous matertals are stored in order to assure safety. In addition, 
were made to reinforce liaison work with local police stations, 





residential « ttees, and concerned heads of households. Specitic 
issistance anc education measures were also adopted with respect to the 
mall number of youths in violation of the law at the plant. 
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FOREIGN TRADE 


FORELGN TRADE PROSPECTS BRIGHT FOR 3 MAJOR PORTS 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 22, 4 Jun 80 
pp <5=27 


\Arcicle by Chen Debao [7115 1795 0202]: "Prospects for the Development of 
Foreign Trade in Beijing, Tianjin and Shanghai") 


[Text] 7 e three municipalities of Beijing, Tianjin, and Shanghai are China's 
important ports for foreign trade, always having close friendly contacts with 
trading circles in various places of the world. Est cially in recent years, 
with our economic and trading relations with various countries of the world 
developing day by day, the friends of economic and trading circles in various 
places of the world are all the more concerned about the development of the 
foreign trade of these three cities. To promote the development of foreign 
trade on a large scale, our government decided last year to reform the 
foreign trade administrative system of the three municipalities of Beijing, 
Tianjin, and Shanghai so that, under the guidance of the state's unified 
principles, policies, and plans for foreign trade, these three municipalities 
could directly trade with foreign countries in commodities to be produced 
and managed independently by themselves; meanwhile, they could also use 
foreign exchange under their control to run their import business directly. 
This would provide the three municipalities with still broader room for 
maneuver to expand foreign trade. With the development of the situation, 
the prospects for the development of foreign trade in the three municipalities 
of Beijing, Tianjin, and Shanghai will be still broader. 


Foreign Trade Grows Very Quickly in Beijing Municipality 


Seijing is our old historical capital and also is the center of political, 
economic, and cultural contacts between China and all countries of the world. 
In recent years, foreign trade has grown very quickly in Beijing Municipality. 
in 1979 the volume of exports increased by 46 percent in comparison with 
1978, and that of imports almost tripled. From the beginning of this year, 
the situation has been even more encouraging. The volume of exports for the 
first quarter increased by 71.5 percent in comparison with the same period 

of last year: textile goods increased by 69.3 percent; jewelry by 76.3 
percent; handicraft articles by 53 percent; light industrial articles by 

75.8 percent; chemical products by 560 percent; cereals, oils, and footstuffs 
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prog ie Yanshan Petrochemical General Company has become 
a’ petro cal enterprises. Furthermore, under 
m thi ears, Beijing's machine-building, electronics, 
ete ul pt ; industries as well as the auto industry also have 
‘ Lounda The prospects for the development ot expor tet 
] it Lo! Lvl untries are great, in tne vast 
eliing nix ality, there ar i] is we as moul 
th grea tential for el ig the production 
i f id oca peciai pt ts an minerais 
roducts6, long well-known abroad, as Peking 
, , live ducks, feathers and down, there are als< 
eve ent tf such commodities as goats, mink, roses and 
i il . i ; ‘ i ‘ , al 
‘ ] eal « i i { 
af it 
icK ff i el es; C1 
‘ I - i A} = 
; ; . iid ii | ' Ls [ 
: ent , an 
i 
: ¢ ‘ : 





| Lt iwel ¥ 
i Lica LO ities 
: ~» } 
‘ . 7 ¢ 
I sniG ATES | Mier 


' ~~ as tre 
: si | “4 
‘ 
: ‘ [ it «? ‘ | hw uu) 


; r* r 
‘ ‘ 
| [ ip) » A lu ‘ nel Ps 
; ; i 
" ‘ »* | i \ | .raae . 


: - . y * rt oO] re : 
. ; 
Lt bath ‘ Ai4 i 
| ‘ Lf i : setrengti ifi¢ 
i trade, 
‘ reion trad . ‘ 
‘ * ' ‘ I | ( Ati . en 
| ' | Mul ; -) AL it’ LS 
) 
tu , cre pt 
andicral t irticie! 
emicai products, 


. Lé eit 
; ‘ 
_ aay ee 
; ’ 
’ ‘ 
i Lt‘ s¢ til 
; 
’ ‘ ‘ i " | | 
‘ 
: : 
7 sc a inc: 
eT al : 
° 
'*. = | 
; ‘ra | SS et. # 
’ > 
: ; 
" 
: : 
Bs - 
iT ‘i a 
, * 
, 
: > 
st a 
’ 
’ . 





L©G@, WORKS, Liv peciai Steel Works, and the Beijing Steel Works a8 the 
ackbone, actively renovate, remold, and increase the varieties of steel 
products, and expand the productive capacity of alloy steel, bearing steel, 


ind gmalii steel products, 


in the development of toreign trade, Beijing should also actively expand the 
production ot machinery, electronics, instruments and meters, optical products 
md (ts aute industry, and should adopt various forms to import advanced 
econelogy, improve the quality of products, and promote the exportation of 
such products as complete sets of equipment and machinery, tools, standard 


ir(s, ana components. 


Liowing the speedy development of the national economy, Beijing Munici- 
ality’ s prospects for the development of foreign trade are very broad, 
veneral manager Shen Cheng said that the Beijing Municipal Foreign Trade 
Genera. Company wishes to strengthen cooperation with the friends of 
economic, financial, and trade circles all over the world, build closer 
relations in trade, and develop still more quickly the foreign trade enter- 
prises of Beijing Municipality. 


lanjin Continuously Increases Quantities of Goods for Export 


faniin is situated in the North China Plain and is an important industry 

.ty of our country. There is a good industrial foundation with fairly com- 
Let. branches and a contingent of skilled workers. At the same time, 
‘lanjin is on the seacoast and is one of the important ports in the north otf 
ur country, with a long history of goods exchange between places within and 
vutside the country. The port of Tianjin handles goods for export including 
not only products of some 4,000 factories in the municipality and from the 
‘ive counties in the suburbs but also export commodities coming from Shanxi 
and Nei Monggol and produced in all places of the northwest. At present, 

t} port of Tianjin has trade ties with more than 150 countries and regions. 


in recent years, due to the combined efforts of industry and agriculture, 
science and technology, and the departments of foreign trade, the quantities 
export goods have increased continuously. There are also very great 
rovements in the variety, quality, and packaging of goods, so that the 
de of Tianjin port has also increased on a fairly large scale, 


. 


fro .itions last year, the volume of exports increased 41 per- 
i wit 1978, breaking the past record. At the same time, 
ia funicipality adopted the usual practice of international trade, 
ively received some visitors from more than <U0 tactories and 
inies in Japan, ountries in Europe and America and Hong Kong and Macac, 
iore than | contracts for processing and assembling wit! 
els werchants, a f which imported fairly advanced forei; 





at mics itandaradé, increase patterns and varieties, 
na ecoration, improve the quality o! products, and 
\ resent, lanjin has established nearly 6UU special 
to direct Or Otherwise prouuce poods tor expert 
ated centers in Tianjin’s suburban counties t 
ai, Sideline, and local special products and handicrat' 
‘Treaue tl Such a8 Al@ozhan rice, red peas, iarge whit: 
ps, and Tilanying pepper are well Known at home and abroad, 
ttorte will be made to develop young goats, long-haired 
irlLens, ana ai KinGs OL LFuits 


lanjin Bohal Bay is straigh., the beaches are tiat, and 
resources Of marine chemicals and aquatic products. 

ivoradle condition tor Tianjin to develop foreign trads 

works 18 a great world-renowned saltworks. Its ebdundant 


sed 48 4 raw material to vigorously deve lo; chiorine and 


» produce ammonium chloride, chemical fertilizers and poly 
‘Xpand the output of soda ash and caustic soda, and provide 


7 


industries with the raw materials for chemicals. lianjin 
, of water surface which can be used to breed prawns 
anc plants. in the proximity of Tianjin, there ars 
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i ii will have mors ctoriesa to turn out products tor 
mud ta ries ane Workshops dcsignated for the production of export 
e further expanded, some factories will cooperate exclusively 
til i Val 8 piace of the weorid to undertake the produc tion ol 
according | sampies suppited by clients, the processing of raw 
eria Suppiied Oy Loreign firme, and compensatory trade, 
ras | carrying out the four modernizations, Shanghai will bs 
reign trade export base with modern industries and modern 
techoiogy venerail Manager Jia Zhenzhi [6328 2182 V0037!] of the 
lcipa reign Trade General Company said that in future, all 


anghai’s heavy industry departments will further increase the production 
wnical products, petrochemical products, electronic products, instru 


i eters, and complete medium-size and small industrial equipments 
regards Light tndustrial articles, we will take foreign 
vt preterences as Che basis, increase the popular patterns and 
es, and improve the appearance and packaging of products. As regards 
e goods, further steps will be taken to expand the production of wide 
, design various f lower, tterns, and continuously improve the quality 
ts. is regards handicraft articles, further efforts will be made 
new a varied themes and styles which show not only their 


aracteristics and national stvle but also a combination of 
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BAI in »nine: a 2% ~ UU») 80 p l 
Bai Zhanying (4101 0594 53911] and Zhu Danchi (2612 
: “Construction Begins on Jianguo Hotel Built with 
Pea les Li ital” 


rday, construction odegan of the Jianguo (1696 0948 } 
p= | date mo 4ernm fi tel funded with joint China--U.S. 


pital, and located near the Yu Wang (6276 3769] Tombs outside 
rate. Th .te occupies over 17,000 square meters 
und anc the structure itself has 30,000 square meters of 


rls Space, including 525 room , a dining hall, banquet hall, 
‘onterence rooms, coffee rooms, a bar, entertainment rooms, 
i i ¢ fal sii j an swimming pool . 


1y morning, a groundbreaking ceremony was held. Attending 
emony were Liao Chengzhi (1675 2110 1807, Vice Chairman 
ta.ding Committee of the National People's Congress, 
A i £3769 456 201, Deputy Mayor, Lu Xezhang (4151 
; , puty Chief of the China Travel and Tourism 
‘uanyuan .7115 1357 6678), a U.S. architect, 
e |.S. smbassy and concerned responsible persons. 
, e Chairman Liao Chengzhi inscribed the 
“ne nhctel nameplate, and he also cut the ribbon 
1 reakin eremonies. Following this, workers of 


irst Construction Ward of the First 
orporation and of the Municipal Mechani- 


Any mediately began working on the foun- 
| s jointly funded by the Peking 
hina ternational Travel Service and the Hong 
Hote velopment ‘poratic:, Ltd., repre- 
(ua lan. The hotel uesigner is the U.S. archi- 
jlanyua wi old reporters that the special design 
ire that it 18 economical, practical, 
etic, am be quickly built with an estimated 
omy , nm adcition, it also has some ad- 
t Nn aS incividually controlled air condition- 
‘Ss, Computers anil other automated equip- 


the number of necessary personnel. 











The staff and workers in charge of construction say that they 
definitely will complete work within the time stipulated in 
the contract in order to advance tourism and to make a contri- 
oution toward developing friendship between China and the 
people of the world, 
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